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Tue public debt, as shown by the report of the Secretary of the 
Treasury, was, on the first day of November, 1867, 
5 per cent. bonds due in 1871 7,022,000 
5 per cent. bonds due in 1874 20,000,000 
5 per cent. 10-40 bonds due after 1874 171,823,350" 
6 per cent. bonds due in 1881 283,676,600" 
6 per cent. 5-20: bonds due in 1882, and later.......... 1,267,898,100 
7-80 notes convertible into 5-20 bonds _ 834,607,700 
Compound-interest: notes and 3 per cent. certificates... . 74,118,940: 

49 
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Navy Pension Fund vere 13,000,000 

6 per cent. Pacific Railroad Bonds .... acees 18,042,000 

Currency (United States Notes) coccsecccecces 887,871,477 
$ 2,578,060,167 

Deduct Cash on hand $ 133,998,398 

Less Gold Certificates issued $ 14,514,200 

National debt not presented 18,237,539 


Bonds due Jan’y 1, 1868, 
and July 1, 1868...... 14,690,942 


ee 


$ 47,442,681 


86,555,717 


_——— 


Amount of debt to be provided for .$ 2,491,504,450 


The discussion of any.plan for the extinction of the National Debt 
necessarily involves the prior consideration of the proper mode of fund- 
ing and consolidating it; and as there is greater conflict of opinion as to 
the conversion of that part of the debt represented by the paper cur- 
rency than of any other, let us first consider how this may be funded, 
and specie payments resumed. 


WHEN AND HOW CAN WE BEST RESUME, 


It ought not to be necessary to argue here that the premium upon 
gold, or, to speak more correctly, the depreciation of the paper currency, 
is caused by the redundancy of the paper circulation, and not by any 
distrust as to its ultimate redemption. The infusion of paper into the 
channels of circulation has swollen the amount of currency beyond the 
proper requirements of the business of the country, and, as the paper is 
not redeemed in specie, and foreign nations wil] not accept our green- 
backs, there is no proper outlet for the excess ; and, as a necessary conse- 
quence, prices have risen sufficiently to give employment to this exagger- 
ated supply. The only effective remedy for this is to remove the cause, 
and to bring back the paper dollar to a par with gold by the withdrawal 
from circulation of the excess which has caused the depreciation. 


All other remedies will prove empirical, and, like so many attempts to 
circumvent the laws of nature, must inevitably end in disappointment 
and disaster. ewe 

Some writers, whose opinions are entitled to great respect, have pro- 
posed, instead of contraction, that the government should make the 
paper dollar approximate to par with gold by accumulating in the 
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Treasury a large reserve in coin, with the ultimate purpose of redemp- 
tion at par. 

What would be the effect of such a procedure? As gold has practi- 
cally ceased to be used as currency, its accumulation in the Treasury 
would not lessen the supply, or prevent the constant fluctuations in 
value, of the paper currency. Until the near approach of the day of 
resumption, the quotation for gold would continue to rise and fall, as 
affected by the import of foreign merchandise, the foreign demand for 
our bonds, or any other of the various causes which control its price. 
Even if, after a series of years, the Treasury had accumulated four hun- 
dred millicns, and was prepared to redeem all the outstanding greenback 
currency, is it not probable that the effect would be as follows :— 


If there had been no diminution, in the mean time, of Government or 
bank paper, values would continue to be measured by the same standard 
as at present; and prices, though constantly fluctuating and somewhat 
affected by the prospect of resumption, would still be far above the 
specie standard. Gold would be required, as now, for shipment and for 
duties, and the causes would still exist which now keep it at a premium, 
viz, the high price-of commodities induced by a redundant currency 
making gold at par relatively cheaper than any other form of property, 
The sudden substitution of three or four hundred millions of gold for an 
equal amount of paper would not of itself change the volume of the cur- 
rency. The mischievous element of redundancy would still exist, but the 
accession of this large amount of gold would have placed the currency 
in condition to adapt itself to the legitimate wants of the country, and 
the excess would, with great rapidity, flow off, in the shape of gold ship- 
ments to other countries. The tendency of gold, like electricity, and 
with the same unerring instinct, is toward equilibrium, — It will go where 
it is most wanted, ¢.e., where it will exchange for the largest quantity 
and most desired kinds of other property; and the wit of man is power- 
less to stop its movement. 


Once give to the currency this self contracting power, and the poli- 
ticians who talk so glibly of the need of the country for more currency, 
would soon see, by a movement impelled by the irresistible force of 
natural law, whether the country has less or more than its proper 
requirement, 


It is difficult to exaggerate the danger of such a movement. The 
sudden influx of so large a quantity of foreign merchandise as would be 
induced by the large margin between specie cost aud previously existing 
currency prices, would be almost certain to depress prices both of foreign 
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and domestic merchandise, not only to specie cost, but far below, and 
prostrate at once the trading classes and manufacturing interests of the 
country. 

The same. objection may be urged. against Senator. MorkiLu’s proposal 
to fix July 1, 1869, as the date of resumption, In the first place, it 
would. be exceedingly dangerous, for the Government to promise what it 
might not be able to perform; and, if our argument is sound, a fac- 
titious, resumption, would be followed by such an ontflow of gold as 
would speedily exhaust the supply and cause another suspension. For 
the time being, of course, gold would be at par. If the course of 
exchange now causes a large demand for. gold at thirty to forty per cent, 
premium, how much greater would: be the demand, if artificially. depressed 
to par. There could be no possible loss, and every probability of large 
profit, in exporting it. 

To procure the gold, greenbacks must be had ; and this would cause the 
bank deposits to be rapidly withdrawn in greenbacks, and start every 
bank bill in a bee-line for home to be exchanged for a greenback, The 
banks could not possibly respond to such a call, and the result must in- 
évitably be the general failure of the banks, and the consequent almost 
entire withdrawal of bank accommodation, in a time of extreme strin- 
gency, from the public. 

Such contraction as this, means financial ruin, 

The. Tribune urges the practicability of immediate. resumption, upon 
the ground that the Government has in the Treasury an amount of gold 
equal to twenty-five per cent. of the greenback currency, while the banks 
in the days of specie payment never held so large a reserve. The fal- 
lacy. of this argument. lies in overlooking the fact that the currency is 
greatly in excess. With the circulation in healthy supply, a reserve of 
twenty-five per cent. may be ample to respond to any probable demand, 
while it would prove entirely inadequate with the currents swollen as at 
present. 

It is impossible to estimate with accuracy the reduction necessary to 
bring the currency to its proper. volume, as shown by paper being con- 
vertible on demand into gold. 

The Treasury Report for 1862, gives the following data for. showing 
the condition of the currency of the United States, January, 1, 1860 :— 


Bank circulation $ 207,102,477 
Bank deposits (available as. currency in making the ex- 

changes of commerce) coeeee 258,802,129 
Specie in bank ....,....-00ceeeceees é06Ub cele bhnet «GRR 
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Specie in Treasury.... PLS 6,695,226 
Estimated specie in hands of the public* .-» 100,000,000 


$ 651,194,368 


Deduct reserves— 
Specie in bank .. +. 8 83,594,537 
Bank notes on hand 25,502,567 $ 109,097,104 


Active circulation, January 1, 1860 $ 542,097,264 


As the years 1859 and 1860 were years of healthy and active 
business, this may be assumed as the requisite amount of currency for 


that period. 
Compare now the figures for October 1, 1867 :— 


Greenbacks and fractional eurrency ....... . $ 391,029,557 
Compound-interest notes 78,839,580 
Bank circulation 297,896,984 
Private deposits in banks 537,922,575 
U. 8. deposits in banks....i cis cisceeeves es cseaae 27,715,580 
Specie in banks tree 10,258,115 
Specie in Treasury .. 103,298,659 
Specie in hands of the public* .. 100,000,000 


$ 1,546,956,050 


Deduct— 
Specie in banks 
Specie in private hands................. 100,000,000 
TRAE UE TE WOES 5 oa. 5.60 50:8 kc an kwresas 12,174,313 
Legal tender’ in banks...............+- 100,550,849 
Compound-interest notes (all) 78,839,580 $ 301,817,857 


Active circulation, October 1, 1867 ...8 1,245,188,198 


From various causes, as over production, over: importation, consump- 
tion lessened by expectation of lower prices, &e., many descriptions of 


* Both these amounts are much below the official estimate, yet these figures are 
believed to be large enough, especially for 1867. Increase from 1860, 130 per cent. 
Increase, omitting bauk deposits, for both years 146 per cent. After making allow- 
ance for the increased population (about 20 per cent.) and business of the 
country, and for the larger receipts and disbursements of the Government, and all 
other causes, this change in the volume of the currency, which must be the measure 
of all exchangeable values, would seem to indicate an advance in prices, as cotn- 
pared w.2 h 1860, of say 75 per cent. 
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merchandise, especially dry-goods, are now selling at less than legitimate 
prices, ¢. ¢., at a loss to the manufacturers or importers. 

‘The average advance upon all descriptions of merchandise, provisions, 
breadstuffs, &c., is probably, at least, fifty per cent., at the present time.* 


A return to real values of course involves a further shrinkage of the 
greater part of this difference between fictitious and real value. 


Do not these figures justify the statement that before the country can 
resume specie payments, and meintain them, there must be a reduction 
in the paper circulation of at !east 300 millions, besides the outstanding 
compound-interest notes, and of not less than 150 millions in the bank 
deposits ? 

If these conclusions be correct, that contraction is the only path to 
financial soundness, and that contraction to be safe must be gradual, so 
that prices may at the same time become adjusted to the reduced volume 
of the circulation, let us inquire as to the most practicable method of 
accomplishing this result. 


It has been already suggested, and can not be too often repeated, that 
the movement toward resumption must be a natural one; that no spas- 
modic or artificial contrivance can result in any thing but disaster. 


As the mercury in the thermometer can be depressed only by inducing 
a lower temperature about it, so the steady removal of the stimulus of 
too much paper alone will produce lower and lower quotations for gold, 
of course with many fluctuations, 


And when the reduction has reached a point which brings the paper 
at or very nearly to par, it may be expedient to delay for some montlis 
the formal act of resumption, so that it may occasion no great shock to 
commerce, and the new order of things be inaugurated as quietly as pos- 
sible. 


To be properly prepared, the Government and the banks should hold 
a large amount of gold, not less than one hundred and sixty to two 
hundred millions, in all, 


The banks should at once be compelled by law to keep as a part of 
their reserve of lawful money the gold paid them as interest upon the 


* Since this article was written, there has appeared, in the January number 
of Hunt's Merchants’ Magazine, a comparative table of prices of the leading articles 
of merchandise, for the several years from 1860 to 1868 inclusive. 

The average advance upon the whole list on the first of January, 1868, as 
compared with January Ist, 1860, appears to be just 75 per cent., or, making 
allowance for taxes and duties imposed since 1860, rather over 60 percent. This 
seems to confirm the estimate of our text. 
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bonds pledged for their circulation. This would be no hardsbip to the 
banks, but merely the relinquishment of a source of illegitimate profit, 
in the premium received upon sales of gold. In three years the banks 
would thus hold sixty millions of gold, in place of the same amount of 
greenbacks, 

This would leave in the banks as the balance of their reserve, about 
one hundred millions of greenbacks, which may be fairly offset by one 
hundred millions in gold, which the Treasury should hold for their re- 
demption. 

In exchange for the remainder of the greenbacks, let resort be had to 
another issue of compound-interest notes, bearing interest at four per 
cent. per annum, legal tender for the face, not to be held by the banks 
as any part of their reserve, redeemable in three years from date of 
issue, to be issued at the rate of ten millions per month for twenty-six 
months; and at maturity to be funded in the bonds of the consolidated 
debt of the United States. 

No other form of contracticn can prove so flexible and so safe as this. 

For the first year the notes would continue to circulate as currency, 
the rate of interest being too low to induce holders to lay them aside as 
an investment. This would postpone any sensible contraction till after 
the Presidential election, to the great relief of the political managers. 

After the lapse of a year, the accumulated interest would make them 
pay six per cent. or upward, and they would begin to disappear, to be 
called out by any pinch in the money market, to perform the office of 
currency, and again to go out of sight. 

As the issue of the notes would occupy two years, and the fall redemp- 
tion three years more, the effects would be so distributed as to be felt as 
lightly as possible, while the lapse of a single year would begin to show 
their beneficent results. 

If the issue were commenced in April, 1868, the whole sum of two 
hundred and sixty millions would be issued by June, 1870, It will be 
safe to assume that one-half of this sum, or one hundred and thirty mil- 
lions would at that date have nearly ceased to perform the office of cur- 
rency. In another year, June, 1871, the youngest notes would carry 
interest at six per cent. per annum, and during that year, the whole issue 
would be practically withdrawn from circulation, the notes still subject to 
be drawn from their hiding-places by a stringent money-market. At 
maturity, they should be funded in the five per cent. stock hereafter 
proposed, at whatever might be the market price, and it would be well 
to allow the Secretary some discretion’ as to funding them before 
maturity 
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Objection will doubtless be made to the proposal to pay interest upon 
notes issued to displace the greenbacks. In reality the proposed plan 
involves no Joss of interest. The greenbacks to be retired must be 
Junded, and the intermediate condition of compound-interest notes de- 
mands no larger sum for three years’ interest than the bonds would 
require for two years: If the cost were thirty milhiona, the Government 
has never expended money to better purpose, if the plan shall, as is 
claimed, safely bridge over the passage from the morass of unre- 
deemed governmental promises, to the solid ground of honest per- 
formance. 

The gradual withdrawal of currency will cause the bank deposits to be 
reduced in proper proportion. 

Prices of merchandise and the cost of producing goods would, of 
course, constantly gravitate toward real values. Manufacturers and 
dealers must make this shrinkage as light as possible by cautious policy, 
in making and holding small stocks. 

It is idle to expect prices to fall, and at the same time not to fall. To 
accomplish this impossibility secms to be the aim of many schemers, 


The inflated prices incident to a depreciated currency involve a 
grievous injustice to very large classes of the community, with no benefit, 
in the long run, to any class but speculators. 

All persons of fixed income, salaried men, clerks, and all who labor for 
wages, are interested in restoring to the dollar its proper purchasing 
power, 


HOW SHALL THE DEBT BE FUNDED? 


A very sensible writer in the Financial Chronicle has suggested the 
adoption, by the government, of the British system of terminable an- 
nuities ; é.¢., the payment of a fixed sum annually to the annuitant, which 
serves not merely as a payment of interest, but at the expiration of a 
term of years exhausts the principal, Thus the payment of six per cent: 
annually for thirty-six years, ceasing at that time, is equivalent to a loan 
at five per cent, per annum, the principal to be repaid after thirty-six 
years. 

In Great Britain, where the laws regulating inheritance are so different 
from the laws of this country, there may be many reasons in favor of a 
system of annuities which do not apply here. Thus, where the whole or 
greater part of a family property is to descend to the eldest male heir, it 
may be desirable for a parent to make provision for daughters or younger 
sons as ample as possible for the probable term of their lives, and with 
less regard to the interests of heirs more remote. ‘Arguments of this 
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nature fail in application to this country, and it may well be doubted if a 
sound public policy would allow the adoption of a system, tending not 
to the aceumblation, but to the dissipation, of wealth. 

This objection seems conclusive against the system of amnuities. 

Various propositions have been made, looking to an early liquidation 
of the debt. Desirable as this unquestionably is, there are very strong 
reasons to justify the postponement for some years of any effort to do 
more than thoroughly re-establish the credit of the Government, and pro- 
vide for payment of interest, and the extinction of the debt at a period 
more remote. 

The country has just emerged from a long and exhaustive war. For 
four years neatly a million of men ceased to be producers of wealth, and 
became consumers, with all the enormous waste of war. The country 
needs time to recuperate, and relief for the present from all unnecessary 
pressure of taxation. Heavy as this may be, the burden upon the people 
is as nothing compared to that resulting from the high prices and general 
unsettling of values, growing out of the abnormal and deranged condition 
of the currency. With almost every thing that the laboring man must 
wear, at fifty per cent. higher than, and every thing that he must eat at 
double, its proper value, the condition of such as are without regular 
employment is deplorable, while it is a time of trial for all. 

It may be a consolation to remember that the depression is at some 
time inevitable, and a necessary preliminary of a return to financial 
health. 

The exhilaration of the first, and the intoxication of the latter, drafts of 
irredeemable paper, brought with them, as always, the fever of specula- 
tion; to be in turn followed by the prostration and exhaustion always 
succeeding a financial debauch. 

In any discussion as to the best mode of funding the debt, the vexed 
question comes up as to whether the bonds shall be subject to, or exempt 
from, taxation. It must be conceded that the States have no power to 
tax any loans hitherto made. The Supreme Court of the United States 
has already decided this question, in the year 1829, in the case of Weston 
v. Tue Crry or Cuarteston (2 Peters’ Reports, 449), 

Is there not a doubt as to the power of Congress to authorize a loan 
subject to State and municipal taxation ? 

In the celebrated case of McCutuocu v, Toe Stars or Maryzanp, in 
1819 (4 Wheaton, $16 to 425), to determine the question as to the 
power of the State to tax the Baltimore branch of the United States 
Bank, the Supreme Court, by Chief-Justice Marsnaxt, held, in language 
that seems to touch very closely upon this point, as follows:— 





770 On the Extinguishmentof the National Debt. [April, 


“We find, then, on just theory, a total failure of this original right to 
tax the means employed by the Government of the Union for the execu. 
tion of its powers. The right never existed, and the question whether it 
has been surrendered can not arise.” 

Is not the power to borrow money one of the most important of the 
means thus alluded to? The Chief-Justice further says :— 

“ That the power to tax involves the power to destroy ; that the power 
to destroy may defeat and render useless the power to create ; that there 
is a plain repugnance in conferring on one government a power to con- 
trol the constitutional measures of another, which other, with respect to 
those very measures, is declared to be supreme over that which exerts the 
control, are propositions not to bedenied.” . . . 

“The question is, in truth, a question of supremacy; and if the right 
of the States to tax the means employed by the General Government be 
conceded, the declaration that the Constitution, and the laws made in 
pursuance thereof, shall be the supreme law of the land, is empty and 
unmeaning declamation.” 

This reasoning certainly seems conclusive against the theory that there 
can be any original power in the States to tax the obligations of the 
United States, 

A moment’s reflection will show the danger of confiding such a power 
to the States. 

Suppose the United States to be engaged in foreign war, while the 
States of New York, Pennsylvania, and Massachusetts were in control of 
the opposition party. Might not those States, by unfriendly legislation, 
make it impossible for the Federal Government to borrow there, thus 
impeding the Government in the exercise of the power to make war? In 
announcing the decision of the court in another case involving the same 
issue (Bank or Commerce v. New York City, 2 Black, p. 620), Mr. 
Justice Ne.son uses language which shows very forcibly the danger of a 
different construction of the Constitution. He says :— 

“That government, whose powers, executive, legislative, or judicial— 
whether it is a government of enumerated powers like this one or not— 
are subject to the control of another distinct government, can not be 
sovereign or’supreme, but subordinate, or inferior to the other. This is 
so palpable a truth that argument would be superfluous. Its functions 
and means, essential to the administration of the government, and the 
employment of them, are liable to constant interruption and possible 
annihilation. The case in hand is an illustration. The power to bor- 
row money on the credit of the United States is admitted. It is one of 
the most important, and even vital, functions of the General Government, 
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and its exercise a means of supplying the necessary resources to meet 
exigencies in times of peace or war. But of what avail is the function 
or the means if another government may tax it at discretion? It is 
apparent that the power, function, or means, however important and 
vital, are at the mercy of that government. And it must be always re- 
membered, if the right to impose a tax at all exists on the part of the 
other government, ‘it isa right which in its nature acknowledges no 
limits.’ And the principle is equally true in respect to every other 
power or function of a government subject to the control of another.” 


If it be conceded, then, that the States possess no original power of 
taxation, can Congress, the creature of the Constitution, an instrument 
of delegated and limited powers, confer upon the States any powers 
whatever? Will it be claimed that Congress is the source of power? Is 
it not true, rather, that the powers of Congress are derived, and that it 
can have power only as granted by the States and by the people? 

The power of Congress directly to tax the bonds does not seem to be 
called in question ; good faith requiring that no new taxes be imposed 
upon loans previously made. 


The plan proposed by the Secretary of the Treasury appears both 
judicious and practicable, . It is to issue-a six per cent. loan, the United 
States to reserve one-sixth part of the interest in lieu of taxation. His 
further proposal to divide this exemption fund among the States 
according to population, seems to have in it no element of justice. 
What propriety is there in asking the Northern and Western people to 
tax themselves, the South paying a very small proportion of the United 
States taxes, for the payment of an annual gratuity of seven millions to 
the seceding States, including the semi-rebellious States of Kentucky 
and Maryland? Such a custom once inaugurated, would institute a very 
bad precedent, in accustoming the States to look to the Federal Govern- 
ment for subsidies, Moneys granted in this manner are much more 
likely to prove corruption funds, or to be carelessly squandered by in- 
considerate legislation, than money coming directly from the people. 

Is it not more just, for the common good of all the States, to set 
apart the whole of this one per cent. as a sinking fund for the redemp- 
tion of the debt? 


Objection has been made to the creation of a sinking fund, principally 
npon the ground that it is unwise for the Treasury to be making pay- 
ments to a sinking fund, while at the same time a borrower in the 
market, In reply, it may be'said that while the legislation of Congress 
is arbitrary, capricious, and unreliable, the operation of a sinking fund is 
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steady and constant, making but slight demand upon the: resources of 
the nation, but steadily eating into the principal of the debt. 

Consider the ease with which the debt may thus be discharged in forty 
years, 

An average ‘annual payment toward the sinking fund by each inhabi- 
tant of less than 50 cents from 1870 to 1880. 

85 cents from 1880 ‘to 1890. 

27 cents from 1890 to 1900. 

20 cents from 1900 to 1910, 
with the accretions of interest upon the same at five per cent. per 
annim, will free the nation from debt in forty years, provided that no 
additional debt be created in the mean time. 

The average decennial increase of the population of the United States 
from 1790 to 1860, as shown by the census returns, was 34,5; per cent, 
As the rate for each decade has never varied two per cent. from this 
average, it is fair to assume that it may be relied upon in the future, 
especially in view of the stimulus to be given to the development of the 
country by the opening of the Pacific Railroad. 

If so, the population of the United States will be— 


Be 2090 .ssanv0scseae cevee 42,823,841 
veces 56,967,216 


MIB rsscbecdsacvecrserwidtseduce SAR 
1900.... .. 103,208,415 
3O1Géi. 60 :. 7 sevevs 188,918,526 


The total present amount of debt, including currency, is now about 
two thousand five hundred millions. 

Assuming that it can be converted into a six per cent. loan, of which 
one per cent, to be reserved in lieu of taxation and paid into the sinking 
fund, the annual interest upon the debt and contribution to the sinking 
fund will be one hundred and fifty millions per annum. If this exchange 
ean be effected by 1870, the average annual burden, for interest and liqui- 
dation, will be— 

In 1870........+++++.+. $3 55 to each inhabitant. 
“ 
“ 
be 


“ 


about which date the debt will be among the things of the past. This 
is the sum total of the “intolerable burden” of the National Debt. 
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In view of such a future, where is the man so mean and so dishonest 
as to consent to the dishonor of his country to save such paltry sums as 
these ? 

As the sixes of 1881, the ten-forties and the five per cents. of 1871 and, 
1874, in all about five hundred millions, will remain in, the present, form 
for some years to come, the amount of debt with which the Secretary has 
to. deal may be stated as two thousand millions, including the greenbacks. 


The annual, payment of one per cent, upon this amount, with. the. ac- 

cumulations of. interest at five. per cent, per annum, would add: to the 
sinking-fund, as follows :— 
1870 $20,000,000 | 1890 ne $58,065, 964 
1871 21,000,000 | 1891 } 55,719,252 
1872 22,050,000 | 1892 ele aed 58,505,214 
1873 23,152,500 1893 eH 61,430,475 
1874 24,310,125, | 1894 64,501,999 
1875 occcecce 25,525,631 1895 67,727,098 
1876 26,801,913 1896: 71,113,463 
1877 28,142,008 1897 74,669,126 
1878 ‘ 29,549,109 | 1898 78,402,582 
1879 31,026,564 1899 . 82,322,711 
1880 . 32,577,892 1900 iat, 86,438,847 
1881 34,206,787 1901 eee 90,760,789 
1882 35,917,126 | 1902 95,298,829 
1883 37,712,983 1903 oe epee, 100,063,770 
1884 39,598,632 1904 105,066,959 
1885 41,578,563 1905 110,320,307 
1886 43,657,492 1906 ospeses,  116836,322 
1887 45,840,366 aprggeneensans 
1888 48,132,384 $2,032,562, 765 
1889 50,539,004 


A sum sufficient to provide for the whole of the consolidated debt, 
If in the mean time the other portions of the debt had been funded in a 
similar manner, the simple addition of interest upon-the above amount, 
without any further payment into the sinking fund, would give in the 
years— 

1907 Licata $101,628,138 1909 eecesee $112,045,022 
106,709,545 1910 sececece -11;647,278 
$2,470,592, 743 

and the whole debt would have been provided for. 

There is one. essential. pre-requisite to funding the debt. upon. fayorable. 
terms, which Congress and the nation will do well to remember; that to 
borrow. money. on the best terms, the credit of the borrower, must, be 
untarnished, Every proposition from a representative. of the people to. 
evade in any respect the just obligation of the: Government to, its 
creditors, weakens the credit of the Government, in; the, market, and 
must, be, dearly. paid for,, 
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WILL A FIVE PER CENT. LOAN BE TAKEN, 


The proposed loan would be of substantially the same value as the 
present ten-forties, which are by statute made payable’ in coin and 
exempted from taxation. The present price of these is ubout ninety- 
nine, ex accrued interest, while the five-twenties sell at one hundred and 
four, ex interest. These prices show the public estimate of the relative 
values of the.two bonds, and it is idle to expect holders of a bond worth 
one hundred and four to be desirous to exchange for one worth but 
ninety-nine. To endeavor to compel the exchange by holding out the 
menace that the five-twenties may be paid in depreciated paper, if not 
exchanged, would be a trick unworthy of a great nation, or an honest 
statesman; and, like all trickery, would surely fail of its purpose. It 
might induce holders of bonds to sell them, and find other and safer in- 
vestments, certainly never again to trust their money in the hands of a 
Government that had once deceived them. 

It is not unlikely that four or five hundred millions of twenty-forties 
might be sold at par for currency, the proceeds to be employed in buying 
in the seven-thirties and other temporary obligations of the Government. 
A twenty-forty bond would sell better than a ten-forty, and would be 
hardly less advantageous to the Treasury, as it is not probable that money 
can be borrowed at a less rate than five per cent. during the next twenty 
years. If it can, there will still remain about 


200 millions of the present ten-forties, 
300 millions of sixes of 1881, 
400 millions of currency, 


900 millions, 


the conversion of which would absorb all the money to be had at a less 
rate. In twenty years the sinking fund would have absorbed six hundred 
and sixty millions, and the payment of the debt would be so well assured 
that the loan might be renewed at a lower rate. If, after a year or two, 
the credit of the government became sufficiently reassured, a ten-forty 
loan might be substituted. At present, it seems to be advisable to offer 
one that would be taken more rapidly. 

To have the Joan completely under control, the first necessity is to get 
back to specie payments. Then the five-twenties can be paid off, and 
without breach of faith. 

There seems to be no valid objection to the issue of a loan with interest 
and principal payable abroad. We can not prevent foreigners from buying 
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our bonds, if we would; and common sense dictates that we should 
borrow where, and in what form, we can borrow most cheaply. 

If the offer were made to exchange a five per cent. bond for two hun- 
dred pounds sterling, principal and interest payable in London, for a 
thousand: dollar five-twenty bond of either issue, it is probable that a 
large amount could be placed, and certainly to the benefit of the Treasury, 

In all these negotiations, sound policy requires that latitude in the 
arrangement of details should be given to the Secretary, with the proviso 
that the terms of the Treasury should be publicly made known, and 
equally accorded to all. 

It. would be well to issue the consolidated loan in series of twenty-five 
millions of dollars, as it would not be advisable to pay a greater sum 
than this of the foreign loan in any one year. 

The plan which we have thus proposed may be stated in brief, as 
follows :-— 

First. The conversion of the greenbacks into compound-interest notes 
for the gradual restoration of the currency to a specie basis, the com- 
pounds so issued to be funded in monthly installments, such issue and 
redemption to cover a period of five years. It is believed that by this 
method, specie payments might be substantially reached in 1871 or 1872. 
The preference of the writer would be for a more speedy contraction, and 
this slower process is suggested as the best to be hoped for in the present 
temper of Congress and the nation. 


The important point to establish is that a contraction of the paper 
circulation must PRECEDE, and not follow, any successful attempt at 
resumption, 

Second. The substitution, as rapidly as possible consistently with the 
good faith of the nation, of a consolidated five per ceut. sinking fund 
loan, payable in forty, or redeemable after twenty years, and at a later 
date, if expedient, after ten years, for the present issues of temporary 
loan, seven-thirties, and five-twenties. 

Third. The debt maturing in 1871, 1874, and 1881 to be replaced 
at maturity by a similar sinking-fund stock. The present ten-forties 
to be so exchanged when a lower rate than five per cent. can be obtained. 

Fourth. The reservation of one per cent. in lieu of all taxation, except- 
ing income tax, such reserve to be paid semi-annually to the commissioners 
of the sinking fund for the redemption of the public debt, to be at once 
invested in United States bonds, It has been shown that the whole debt 
will thus be paid about the year 1910. The engagements of the Govern- 
ment in regard to the sinking fund should be explicitly stated, and made a 
part of the bond, to the end that the faith of the Government may not be 
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placed in jeopardy by some unscrupulous person seeking to gain popularity 
in a time. of financial depression, by: propositions to divert the. sinking. 
fund payments to some othep purpose. 

Fifth, Economy in the public expenditure; and a@ simplification and 
reduction of taxation toa sum certainly sufficient to pay the current 
expenses, and six per cent. upon the: public debt. 

Sixth. A scrupulous fulfillment of every:engagement of the Government, 
legal: or moral. With the public credit, as with: female virtue, suspicion 
is dishonor. 

This nation can look back upon an heroic past, forward: to a fature 
full of promise, It is for the. men of this; generation to say whether, 
by an.act of financial dishonor, without; excuse as without parallel, they 
will disgrace that past, and. cast an ineffaceable stain, over that future ; 
or whether; by meeting, with manly: resolution, the. trials always incident 
to the transition from a depreciated to a sound currency, they will insure 
present safety, and give to their country a: ftesh impetus in its boundless 


career of honor, prosperity, and power.. 


Nationa Depts.—It. is a wise rule, and. should be fundamental 
in a government disposed to cherish, its credit, and at the same time 
to restrain the use of it within the limits of its faculties, never to 
borrow a dollar without laying a tax in the same instant, for paying 


the interest annually, and the principal within a given term ; and to 
consider that tax as. pledged; to. the ereditors on the public faith. 
On such a pledge as this, sacredly observed, a government may 
always command on a reasonable interest, all the lendable money of 
its citizens; whilst the necessity of an equivalent tax is a salutary 
warning to them and their constituents ‘against’ oppression, bank- 
ruptcy, and'its inevitable consequence, revolution.—T., JEFFERSON. 


OriGin oF RervpratTion.—In proportion precisely as.an individual 
is beyond the reach of compulsory process, should he be inclined to 
disregard the technicalities of mere law, and. base himself upon the 
broader. principles. of: natural justice. This is still more necessary 
when, an. independent sovereignty is concerned, because it. is more 
difficult, to procure redress for wrongs committed by a State. The 
relation between debtor and creditor in all cases involving the 
repose of confidence, is pre-eminently. a fiduciary relation when the 
debtor is a. sovereign: commonwealth.—CHANDLER.. 
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OUR NATIONAL DEBT AND THE CURRENCY 


BY SILAS M. STILLWELL, OF NEW YORK. 


Detroit, January 13, 1868. 
To Siras M. Stittwett, Ese., New York :— 


Dear Sirn—Gratefully appreciating the great service you have rendered 
the country, in the able and philosophical examination and discussion of 
questions relating to the national finances, and deeply impressed with 
the grave importance of a wise and statesmanlike policy in the arrange- 
ment of the public finances and credit, the undersigned respectfully 

et earnestly request your opinion, for publication, as to how the public 
debt should be adjusted or funded. Your high standing as a sage and 
accomplished writer, the years of study you have given the subject of 
finance, the careful research you bestow upon every economic question, 
and the practical ability with which you analyze and examine the greav 
question of finance in all its bearings, eminently qualify you for the task, 
and these conditions will entitle your opinion to the highest.respect, and 
commend your views to the thoughtful and favorable consideration of the 
public. It is unnecessary to remind you of the paralyzed condition of 
trade, of our suspended industries, the excessive rate of interest, the 
large increase of unemployed labor, and burdensome and exhaustive tax- 
ation, both local and national. The depressed condition of our country 
gives anxiety, if not alarm, to every thoughtful patriot ; and the situation 
demands early and wise legislation affecting taxation, and the adjust- 
ment of the public finances and revenue on a plan at once permanent 
and in accord with the settled principles of economic law. If sucha 
re be adopted it will give confidence and stability to all our industrial and 

usiness interests, satisfy intelligent men, quiet discussion, and insure 
prosperity to our beloved country. 


With great respect, very truly yours, 


H. H. Crapo, E, B. Ward, H. P. Baldwin, E. O. Grovesnor, M. I. 
Mills, Henry J. Buckley, N. W. Brooks, Moses W. Field, D. M Rich- 
ardson, Duncan Stewart, P. Henkel, John J. Bagley, E. Trowbridge, J. 
8S. Newberry, J. S. Farrand, R. W. Gillett, Acting President of the Board 
of Trade; Morgan Johnson, F. Lambie, E. M. Clark, J. D, Hayes. 

. 50 . 


a 
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VIEWS OF MR. STILLWELL. 


GentLemen—Your kind and earnest letter has been received by me, 
and I thank you for the confidence you express in the accuracy of my 
facts and opinions on the subject of our national finances, Your posi- 
tion and intelligence prove to me that you understand the wants and 
wishes of the people, and that you desire such changes only in the laws 
of the country as your knowledge, added to great experience, assure you 
have become necessary. 


The Debt and Its Interest. 


The amount of our public debt is not appalling. It is the burden of 
extraordinary interest. that creates uneasiness among the people, and 
this uneasiness, if not appeased by wise legislation, may lead to compli- 
cations in political circles, until some demagogues may propose to dis- 
honor our country. If we can solve the problem or cut the gordian knot 
‘so that we shall be able to fund our debt in a bond that will relieve the 
country from an oppressive burden of interest or usance, and by the 
same act benefit our industrial interests, we shall surely meet the wishes 


of the people. 
A New Bond Recommended. 


“To effect this object you should ask Congress to authorize and direct 
a bond to be made, which shall bear an interest of $3.65 (which will be one 
‘cent per day on each one hundred dollars), and become due thirty years 
from date. This bond should be exempted from taxation, and declared by 
law a “legal tender” for the principal of the bond. A bond containing 
these evidences of a perfect credit will be worth more than a six per 
cent. bond, secured by mortgage on real estate—because exemption 
from taxation is worth two per cent., and the legal-tender clause that 
will make the bonds money will be worth more than one per cent. ; 
hence these bonds will be equal in value to the best six per cent. securi- 
ties. The interest and considerations for this loan are greater than any 
nation in Europe is now paying. But this is not the case with our 
Government loans. Our Government is now paying more than ten per 
cent. per annum upon the largest portion of itsdebt. It pays six per 
cent. per annum in gold, which is worth more than eight per cent. in 
currency, and exempts its bonds from taxation, which is worth more 
than two per cent. per annum. This charge upon the bonds of Govern- 
‘ment is so enormous that the people will not allow it to continue much 
longer. . Bonds. made by our Government are the safest security in the 
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world, and, therefore, if properly formed and issued should and will com- 
mand a market at a very low rate of interest. 


Its Effect in Relieving the Money Market, 


Out bonded debt not only bears a large interest that makes it a 
burden, but it absorbs all the surplus money of our great capitalists, and 
actually crowds out of the market all other securities, or causes holders 
to make large sacrifices of money to induce capitalists to sell their ten 
per cent. bonds.and purchase other securities. Farmers, manufacturers, 
and builders find all efforts to borrow on real estate security fruitless, 
Hence these great interests are greatly injured by our ill-adjusted debt. 
The laws of many States will not permit a loan to be made on the 
security of real estate at a rate of interest exceeding six per cent. per 
annum. But if the laws did not prohibit the loaner to take more than 
six per cent. would not the credit of any mercantile firm suffer severely 
if they should make a permanent loan at ten per cent. per annum 
interest ? 

The plan herein proposed, when adopted, will remove this obstruc- 
tion to business, and capitalists will again invest in bonds secured by 
mortgage on real estate. If no other advantage shall flow from the 
adoption of our proposed bond, the relief to those great interests to 
which we have referred will be felt in every section of our country, and 
fully justify the adoption of this plan for funding the public debt. 

But {this is a small part of the benefits that will flow from this 
measure, These legal-tender bends will enter largely into the business 
of the country where money is quite as much needed as real estate. 
They will be money, and better money than greenbacks or bank notes, 
because they will bear an interest. The rate of interest we have pro- 
posed will fit them for trade, while it will not be large enough to cause 
them to be hoarded by capitalists. It will give them more value in the 
hands of merchants than bank credits that pay no interest. It will 
induce traders to employ more capital in their business, because if they 
invest their surplus funds in these bonds they will receive interest, 
while they have them ready to use as money at all times, These bonds 
will occupy the great middle ground between the greenback that bears 
no interest and is fitted for the use of the retail business and paying for 
labor, and the bond that is made for investment only and bears a large 
interest ; and, in’ this space between the greenback and the bond for 
investment of capital at interest, there is room enough to float more in 
amount of these bonds than our Government will ever require as a logn, 
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They will possess attractions for our inland trade, but will not enter 
largely in foreign commerce or be sought for by European capitalists, 

This last consideration is of much importance, as all our debts in 
foreign countries that bear interest cause a drain upon our domestic 
industry. We want no foreign credit. Our credit is as good as English 
credit. Our integrity and means to pay are not less, and our progress 
in trade, manufactures, agriculture, and wealth have not been surpassed 
by any nation. Then why seek credit abroad, when wise statesmen cau 
secure for us more than we require at home? 


Losses Caused by Issuing Larger Bonds. 


This plan of the legal-tender bond has been urged by me personally 
and through the press upon the attention of those who have cuntrolled 
our public credits from the time when our first loan was made—but with 
no success. If it had been adopted when the war began, and had the 
current and extraordinary cla.ms upon the Treasury been settled with 
such bonds, there could have arisen no demand for the services of 
brokers to sell bonds, or to establish agencies for that purpose, here or 
in Europe. This bond, being a legal tender, would have been money in 
the hands of the Treasurer, and better than greenbacks in the hands of 
the people; and while the Treasury was thus funding the public debt, 
at a low interest, it would have greatly increased the facilities of trade 
and saved several hundred millions of dollars for our overburdened tax- 
payers. 

Instead of adopting this simple, convenient, and economical plan, 
bonds were made in the usual form, bearing six per cent, interest in gold, 
and payable in 1881; and were sold for eighty-nine per cent. upon the 
principal. The losses made of principal and interest through this mistake 
of the Treasury, since the commencement of the war and up to the Ist of 
January, 1868, exceed three hundred and eighty millions of dollars—an 
enormous sum of money. And who has been benefited by this great 
blunder? Not the soldiers, sailors, farmers, merchants, mechanics, or 
other industrial classes, but the dealers in Government bonds, and those 
who are now calling upon the people to keep quiet and continue to pay 
ten per cent. per annum on the public debt. I am glad to know that 
you are now anxious to have this great mistake corrected by Congress 
as soon as possible, 


The Requisites of the Best Credit. 


There is no mysterious or hidden property in the terms money, 
- eurrency, credit, &c. Credit in all its forms, like other property, is 
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subject to the great law of “ supply and demand,” and this causes fluctu- 
ations in the price of every article offered in market overt. One thing 
our statesmen should understand when they attempt to control our 
finances. They must follow the rule observed by all mechanics, and that 
is, when they wish to obtain the highest price in the market they must 
furnish the best article for sale. They should therefore examine care- 
fully and understand what constitutes the best credit. The security 
offered must be good, well and universally known, and easily converti- 
ble into any other thing. These are the indispensable prerequisites of 
the best credit, Any one of these being omitted lowers its market 
value. A credit may be good, but not generally known, and it may be 
good and well known, but not convertible at pleasure. 

The credit we propose is a perfect credit. All the qualities of the 
best credit can be found in it, And such a credit can injure no public 
interest. Our Congress have now the power to make such a credit that 
can be made to take the place of all our imperfect credits, and should 
not this power be exercised for the benefit of the tax-payers when it 
will so largely benefit all the great producing interests of our country ? 


Effect of the Proposed Bonds on Specie Payments, 


The proposition contained in this letter will be opposed by many 
persons besides those who are interested in our ter per cent. bonds, be- 
cause they will honestly fear that ‘specie payments” may not be 
speedily resumed if these proposed bonds are created “legal tenders,” 
Although they well know that the rate of interest and the exemption of 
them from taxation when added to the “legal tender” will prove suffi- 
cient to float a much larger amount of capital among the thousands of 
our business men in our great Western country. As this will be the 
only source of disinterested opposition that will be openly proclaimed 
against this great measure, it will be proper for me to show that good 
convertible securities, whether Government or bank notes, have not and 
will not prevent the resumption of specie payments. 

Heretofore, a suspension of specie payments by our banks has been 
caused by a want of public confidence in the solvency of these institu- 
tions. A sudden panic, such as occurred in 1857, caused by the failure 
of the Ohio Life and Trust Company, creates a demand upon the banks 
for specie. And as the obligations of these corporations are in many 
instances ten times as great as the amount of specie held in their vaults, 
the banks are compelled to suspend. In such cases the people always 
hoard gold until the panic subsides and they become satisfied that the 
banks are solvent. And thus it has become the settled and fixed opinion 
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of the people that when our banks suspend specie payments it is because 
the credits of these institutions are too much extended. Hence the 
public have patiently allowed all their material interests to be injured by 
a contraction of bank obligations and credits, to bring about a return to 
specie payments. When the cause of suspension was an over-issue of 
bank credits, then the proper course was a contraction or liquidation 
of such surplus credits ; but the suspension that now exists has been pro- 
duced by no such cause, and, therefore, contraction would do no good, 
but a great deal of injury to the country. When the banks and Sub- 
Treasury suspended payments in specie there was no demand for gold by 
the people for the bills of the banks. No panic or public alarm occurred. 
The solvency of the banks was not doubted. No wish was expressed by 
the people or attempt made to cause the banks to contract, and no one, 
up to this time, has expressed an opinion that the bank issues were too 
great or that excessive credits produced the suspension, These institu- 
tions had met ‘so promptly and patriotically the calls of the national 
Treasury for aid that they were quite as much in favor with the people 
after as before the suspension. This suspension was suggested by the 
Treasury Department and acquiesced in by the banks, The managers 
of some of these institutions did not fully understand the extent of the 
indebtedness of our merchants to Europe or the unfriendly feeling of the 
Government and bankers of England that was afterward made manifest 
to every American, 


The immediate cause of the suspension was a foreign demand by 
English houses in New York, which were depleting our banks of specie, 
and would have taken every dollar for export had not the banks sus- 
pended. This cause was so patent at the time and since, that no person 
has had the temerity to deny it or call the fact in question before the 
people. This foreign demand for shipment has continued, with some 
fluctuations, from that time to this, and the premium is greater this 
day than it was six months after the suspension. The demand for specie 
and exchange has been greatly promoted and intensified by our 
merchants, who continue to import from Europe quite as much (as the 
custom-house shows) after the crops of cotton ceased to flow to Europe 
as they had done when two hundred and - fifty millions of exchange per 
annum for cotton was passing through their hands. Thus every year 
the debts of our merchants to Europe increased and the price of gold 
and exchange rose, notwithstanding our export of produce, including 
several hundred millions of dollars in specie. And this demand still 
continues so strong that our merchants sent from this port last year 
fifty-one millions in gold, although our receipts from California were only 
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twenty-eight millions, As our supply of the precious metals is not equal 
to the demand for export, the price of specie must remain high. 

Exchange on Europe since 1861 has fluctuated with the currents of 
export and import, or supply and demand, and eventually rose to two 
hundred and ninety. This enormous premium would have put an 
effectual stop to importations if the laws of trade had been left undis: 
turbed to rectify the balances by so large a premium. But at this time 
the Treasury interposed and relieved the importer from the penalty he 
had incurred, An agent of the Treasury was sent to Europe, and sold 
our bonds for three hundred and fifty millions of dollars in gold. Ex- 
change produced by this large sale was brought on our market in such 
abundance that the price of gold fell from two hundred and ninety to 
one hundred and forty. 

But it will surprise you and the people to learn that during the time 
when gold was falling the Treasury and our banks were increasing their 
issues of paper, and these issues are greater now, when gold is selling 
for one hundred and forty, than when the price was two hundred and 
ninety. 

Here we have two facts made patent to the meanest comprehension— 

First—As a sale in Europe of three hundred and fifty millions of 
dollars in our bonds reduced the price of exchangeand gold from: two 
hundred and ninety to one hundred and forty, so it is probable that a 
sale of the same amount in addition would have brought down exchange 
and gold to par, and would thus have enabled our banks and Treasury 
to resume specie payments without contracting their issues. 

Second.—As gold fell in price during the expansion of paper currency, 
how can a contraction of paper produce the same result?. These are 
curious and important facts, and deserving of public attention. 


An Historical Parallel. 


The same law of “supply and demand” produced a restoration of 
specie payments in England in 1816, and caused another suspension from 
1817 to 1825. The celebrated battle of Waterloo and the defeat and 
capture of Napoleon occurred on June, 1815. The people of England, 
who had been hoarding specie for many years, became convinced by 
this great event that peace, with all its blessings, had been secured to 
them by the allied Powers of Europe, and this feeling was so sincere and 
universal that the people who had hoarded coin brought it forth and 
deposited it in the banks, and these deposits enabled the banks to re- 
sume specie payments without contracting one dollar of loans or notes. 
This. fact is well authenticated. During this period of resumption 
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exchange was. in favor of England, and brought back gold from the 
Continent. There was no demand for gold by the people for currency ; 
they preferred bank notes. This state of exchange continued until 1817, 
when, as the same authority states, loans were made to the Continental 
powers so largely by the bankers and merchants of London that exchange 
rose above par and drew from England all the precious metals, and this 
condition of the exchanges produced a suspension of specie payments by 
the banks, which continued amid violent spasmodic struggles to resist or 
counteract the great law of supply and demand until 1825, when the 
exchanges turned in favor of England, and brought back gold that 
enabled the banks of England to resume payments in specie. With these 
causes made manifest for the suspension and resumption of specie pay- 
ments, how can any intelligent man assert that the contraction of credits 
and currency will be the means of our returning to specie payments? 
The great law of “supply and demand” will regulate the flow of the 
precious metals, as it does every other article of commerce, and it can 
not be controlled by local credits or currency in any country unless the 
laws prohibit the export of gold as custom prohibits the export of local 


currency. 
Our Debt to Europe. 


The merchants of our country must be largely indebted to Europe, as 
the sale of three hundred and fifty millions of exchange, the produce of 
American bonds, only reduced the premium on exchange with Europe 
one-half, thereby plainly showing that when gold and exchange are one 
hundred and forty here the mercantile debt must be about three hundred 
and fifty millions, and as the sale of our bonds there was only a postpone- 
ment, not a payment of our debts, that we are now in debt to Europe 
more than seven hundred millions of dollars. This debt, when paid, 
will be from shipments of gold and produce, and can be paid in no other 
way. We may therefore conclude it will be many years before our 
exchanges with Europe will be equalized and gold be brought down to 
par. In the mean time this high rate of exchange on Europe benefits all 
our great interests; enables the farmer to obtain a higher price for his 
produce, and the premium on exchange also acts like an increased 
tariff, and thus benefits manufacturers, We have been compelled by the 
great law of commercial exchange to abandon gold as a currency, and it 
is wise to leave its movements to the great law of demand and supply 
until we pay our debts in Europe with gold and produce, and become a 
creditor instead of a debtor country. Experience has taught, and will 
teach us, that it is very hazardous to all our inland or domestic trade to 
make our credits and solvency depend upon the quantity of gold or any 
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article subject to foreign demand. I have shown by this statement of 
facts and conclusions that the price of gold is controlled by the price of 
foreign exchange, and that the price of exchange is governed by the 
comparative indebtedness of our merchants and others to Europe; and, 
further, that our currency not being an article of export, like gold, is not 
depreciated or increased in value by the price that gold bears in our 
market. 

I have written this letter, gentlemen, in answer to your kind favor, 
while somewhat ill and infirm; but notwithstanding this impediment to 
a clear and accurate statement, [ trust you will find that I have strictly 
conformed my propositions to the great laws of trade that permeate and 
control all our business occupations, and which can not be ignored or 
opposed without bringing injury, if not destruction, upon individuals 
and communities, 

I hope the great and growing West will rally and unite upon this 
important plan for benefiting the tax-payers and business of the country, 
and press theit opinions and wishes upon Congress and the nation until 
this proposed bond of $3.65 shall be made a legal tender and used for 
the funding of all our debts that, by the strict letter of the law, can now 
be paid by order of Congress on the Treasury, 


Respectfully, your obedient servant, 


Smas M. Srinwe tu. 
New York, January 26, 1868. 


Pustic Crepit.—Credit, public and private, is of the greatest con- 
sequence to every country ; of this, it might be emphatically called the 
invigorating principle, No well-informed man can cast a retrospective 
eye over the progress of the United States, from their infancy to the 
present period, without being convinced that they owe, ina great degree, 
to the fostering influence of credit, their present mature growth. This 
credit has been of a mixed nature, mercantile and public, foreign and 
domestic, Credit abroad was the trunk of our mercantile credit, from 
which issued ramifications that nourished all the parts of domestic labor 
and industry,— Alexander Hamilton, 
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LIQUIDATION OF THE PUBLIC DEBT. 


THE BEST MODE OF EXTINGUISHMENT OF THE NATIONAL DEBT OF 
THE UNITED STATES, 


BY D. G. SCHWARTZ, OF LANCASTER, PA. 


Tue best mode of extinguishing the National Debt, must be that 
which will produce the least injury to the community and the in- 
dustrial pursuits of the people, and the greatest direct and incidental 
good. 


The magnitude of the debt represents the work of the war. It 
is the price of maintaining the Union, and establishing freedom 
throughout all the land. Reckoned on each inhabitant it amounts 
to upward of seventy dollars on each man, woman, and child. It 
is a debt of the nation; but as all debits must have a credit some- 
where, it may be proper to consider where the credits are. 

It is generally estimated that all the securities representing this 
debt are owned by citizens of our own land, with the exception of 
about four hundred millions of dollars, which are held in Europe. 
If this foreign indebtedness was created on account of the war by 
the importation and consumption of luxuries that had not otherwise 
been consumed or imported, then the people of the nation are im- 
poverished by the war to the extent of the foreign indebtedness. 
If the balance of the debt is a debt of the nation to its own citizens, 
it can not make the nation any poorer in the aggregate. What is 
the debt of the nation, is the wealth of the citizens. The debits 
of the nation are counterbalanced by the credits of the people. 
Part of the debt represents the past earnings and accumulations of 
wealth borrowed from citizens, and transferred to other citizens; 
the whole of it represents the earnings of the war by the army and 
navy, and all who furnished materials and supplies to prosecute the 
war. The original creditors are all those who furnished services or 
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supplies toward the vast machinery of war, embracing all the re- 
mote and incidental cost of the same. These credits have been 
constantly transferred through the agency of the legal-tender notes, 
and are now consolidated and absorbed together, and represented 
by the several kinds of government bonds and legal-tender notes. 
The holders of these securities are the creditors of the nation. 

They have paid for them, either by their past accumulations or by 
their earnings in giving their services to the war, or producing 
supplies for it. One man may have exchanged his past accumula- 
tions for a Government credit without earning any thing from the 
Government in the war; another may have earned a large sum for 
services or supplies, and have transferred his credit to the former, 
or some other one, who thus became a creditor of the nation. The 
debit of the nation is against one party, representing the people 
in the aggregate; the corresponding credits are chiefly among part 
of the same people, in many and various amounts very unequally 
distributed, and constantly changing by transfer from one to an- 
other. 

If the debt of the nation were precisely equally represented by 
the credits of the people, in proportion to each man’s exact liability 
to future taxation, then repudiation might be considered as a just 
and equitable taxation, to wipe out the whole debt at a blow, 
without doing harm to any one. It would simply be anticipating 
taxes, and paying them at once. Like an individual bound to pay 
the interest on a fixed debt, none could suffer by paying the prin- 
cipal at once and stopping future payments. If the debt were so 
distributed, which, however, is an impossibility, repudiation on the 
proposition of the New York Herald, to pile up the Government 
bonds in the park and make a huge bonfire of them, would not be 
so shocking to a sense of public honor and justice. As it is, repudi- 
ation, in the best light it can be considered, can be nothing less 
than robbing one part of the community of their honest means, to 
give them to another part of the same community without any 
consideration. 

That the debt is, or ever can be, a national blessing, is a doctrine 
that can not have many advocates. If Mr, Jay Cooke, the author 
of this doctrine, still adheres to the convictions he expressed when 
he was laboring efficiently to create a market for the Government 
bonds, he has certainly not succeeded in convincing the tax-payers 
who have paid near five hundred millions annually in taxes. If it be 
a blessing to the bondholders, that would be a selfish, not a national 
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blessing. That it may have incidental blessings must be apparent; 
but so sickness may be a blessing to the physician, or death may 
be a blessing to the undertaker. 

That the debt need not necessarily be a grievous burden, nor 
necessarily very long continued—that its present burden in depress- 
ing the industry of the country, and extorting high taxes, and 
continuing inflation of prices, and an irredeemable paper currency, 
can be greatly lightened, if not entirely removed—that it has inci- 
dental advantages, if not blessings, which may be greatly increased 
by wise legislation—that all direct taxes, excepting a few, on articles 
on which the tax operates as a blessing to society and public morals, 
and which therefore are more of a blessing than a curse, can speed- 
ily be abolished—that a part of the debt can be made self-sustaining 
through a permanent and exclusive system of National banks, far 
superior than any other system of banking—that the balance of the 
debt can be easily and gradually extinguished with the growth of 
population and wealth of the country, in a manner not to be oppres- 
sive on the people, nor preventing the rapid settlement, development, 
and growth of the country; and that the debt having been necessari- 
ly created in the struggle for indissoluble nationality and universal 
freedom, for the benetit of all future generations, may justly be 
divided, distributed among, and liquidated by the increasing popula- 
tion, and growing wealth of the next thirty-five years to come— 
these are the matured convictions of the writer, which may be partly 
illustrated in the succeeding pages. 

The debt on the first day of December, 1867, as officially reported, 
after deducting the money in the Treasury, was $2,491,504,450. The 
interest-bearing debt was $2,219,660,351; most of which will be 
funded into gold-bearing’ bonds during the current fiscal year; 
making the annual interest to be paid in gold, a trifle over 
$132,000,000. 

If this interest can be disposed of, or realized from sources where 
it is not burdensome, then the debt itself is virtually disposed of. 
The tariff for the year ending June, 1867, yielded a revenue in gold 
of $176,417,810; or $44,000,000, more than will be required at this 
time to pay the interest on the whole debt. The custom duties for 
that year, however, may not be realized every year, and are 
therefore no fair average. Yet it may be entirely safe to calculate 
that the tariff one year with another, will produce enough revenue 
to pay the interest on the debt, and a surplus above that, which, 
accumulated at interest, or, which is the same thing, used to pay part 
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of the principal of the debt, and so diminishing the annual interest, 
and increasing the annual surplus applicable to the reduction of the 
principal, will pay the whole principal in the next thirty-five years. 

According to the estimates, the duties for the current year will 
be upward of $150,000,000, leaving say $20,000,000, annually, over 
the interest on the debt ; which sum if applied annually to reduce the 
principal, and each year increased by a sum equal to the reduction 
of the interest, will in something less than thirty-six years liquidate 
the entire debt. 

The annexed tabular statement shows the different lengths of time 
required by the annual payment of different sums, to accumulate an 
amount equal to the national debt. 
$100,000,000 paid annually for 15 years, at six per cent. annually to $2,467,000,000 

75,000,000 “ is '* “ 2,452,000,000 

50,000,000 23 2, 490,000,000 

40,000,000 26 2,508,000,000 

30,000,000 30 2,514,000,000 

20,000,000 36 2,525,000,000 

10,000,000 47 2,555,000,000 


It will be seen from this table, that a payment of $100,000,000, 
per annum, will require fifteen years to liquidate the debt, whereas 
a payment of $30,000,000, or less than one-third the former sum, 
will only require twice the same length of time. This should be a 
conclusive argument in favor of distributing the burden of payment 
over a reasonable length of time, say the remainder of the present 
century; as less than one-third of the sum required to be paid 
annually to complete the liquidation in fifteen years, will pay it in 
thirty years. Then, as the time is extended, the increase of popula- 
tion and wealth which may justly be calculated upon, and sufticiently 
accurately determined, from the regular inorease in each decade as 
given in the census statistics, will come in to share, distribute, and 
mitigate the burden. 


What may now be considered a heavy debt will have largely 
dwindled down, in its relative magnitude in relation to the popula- 
tion and wealth of the country, in the year 1900. Statisticians agree 
that, according to all the evidences of the past, the population at the 
end of the present century will not vary much from 100,090,000. 
The wealth of the country, which is a more important consideration 
in reference to the debt than the population, will doubtless increase 
with a double, if not a triple or quadruple, ratio, compared with the 
population. 
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If the achievements of the war—the fiery ordeal that tested the 
strength of our modern system of government—the blood of three 
hundred thousand patriot hearts that was shed to establish an indis. 
soluble nationality, the millions of chivalrous volunteers who lef 
the homes of their families and the comforts of the fireside, to endure 
suffering, privation, or death, in defense of that government—if the 
triumph of liberty in that great conflict which has verified the asser- 
tion that this is the “land of the free and the home of the brave,” 
and which has sundered the shackles of four millions of bondmen 
and set them forever free—if these, the agencies and results of the 
war for which the debt has been created, are of any value to future 
generations, can it be unjust, or unreasonable that part of the debt 
should be extended over the next thirty or forty years? 


That it sbould not become a perpetual charge against the industry 
of the nation—a burden to be handed down undiminished from one 
generation to another, and becoming every year more and more 
concentrated into the hands of a less number of creditors or bond- 
holders, forming a bonded aristocracy, and creating an odious dis- 
tinction of classes, an alienation of capital from labor, and produ- 
cing bickerings, jealousies, and animosities against the recipients of 
Government interest, appears to be admitted by all. To extinguish 
it by paying it in full, in good faith with all the creditors, in a man- 
ner to create the least suffering, taxation, or depression on labor and 
business, and yet accomplish the end within the present century, 
seems to be the best way of extinguishing the debt. 

We therefore propose that the revenue from the tariff shall be 
treated as a separate fund, and be used only in paying the interest 
and principal of the debt. That no changes shall be made in the 
tariff to reduce the revenue below the present receipts, which are 
about twenty millions it excess of the interest on the debt, and which, 
if so applied annually, will liquidate the whole principal in thirty-five 
years. The changes that may be called for in the tariff to make this 
tax the least oppressive and to result in the greatest amount of 
good, to develop the manufactures and stimulate the growth of all 
the interests of the country, as time and events may require, car 
well be left to the wisdom of Congress; but whatever changes be 
made, should be made with the view of realizing revenue above 
what is required to pay the interest of the debt, to be applied toa 
reduction of the principal. Adjusted as mature experience may 
dictate to be best, while it is still a large tax on the whole commu- 
nity, it may at least be questioned whether the burden of it is not 
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compensated in the protection it affords in developing the business 
of the nation. The whole interest and debt can and should be paid 
from this source. With proper legislation the debt may be so 
administered that the people will look upon it, not as a bugbear to 
dismay or frighten them out of countenance, but as a dissolving 
view, gradually, almost imperceptibly, waning, diminishing, and 
dwindling down, until they finally lose sight of it. With diminish- 
ing interest, and a growing country, the rate of diminution would 
be constantly increased. A shadow lengthens slowly just after the 
sun has passed the zenith, but lengthens out with constantly increas- 
ing celerity, as the sun sinks toward the horizon. So, for the first 
few years, the debt would appear as though it had not lost much 
magnitude, yet it would soon shrink, and dwindle down, and collapse 
together with accelerating velocity, and grow small by geometrical 
progression, and “beautifully less,” until its memory alone would 
remain as 2 wonder to the world through future generations. 

Next, it may be proper to consider, if the whole revenue from the 
tariff were appropriated to the debt and interest, how the other 
expenses of the Government should be realized. They should be 
realized wherever the tax does least harm and the most good. 


In the first place, it is of the utmost importance that the expenses 
should be largely reduced, through a system of judicious economy 
and retrenchment in the expenditure of the public money. With 
the vexed question of the reconstruction of the Union settled, as it 
soon may be, the abolition of the Freedmen’s Bureau, and the reduc- 
tion of the army to a peace footing, the civil expenses of the Govern- 
ment need not, and should not, be much in excess of what they were 
before the war. The highest figure that the governmental expenses 
reached in any one year before the war was eighty millions—during 
Mr. Buchanan’s administration—and this sum included the interest 
on the public debt as it then was. 

If some allowance must be made for the spread of population and 
the extension of commerce, still one hundred millions would be:a 
high figure, and a large sum of money to spend every twelve months 
for the cost of government, exclusive of any payments for interest 
or principal of the debt. With the Union harmoniously established, 
and less inflation and less speculative prices, as an expectant result 
from a decrease of taxation, and an appreciating currency, the public 
expenditure should not, at the outside, exceed one hundred millions. 
They should be reduced to this without in any manner impairing or 
injuring the efficiency of the public service. For many ycars not 
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long before the war, they ranged from forty-five to sixty-five millions, 
In the administration of John Quincy Adams, the expenses of 
government were only eleven millions per annum. In Van Buren’s 
administration, when the Florida war was prosecuted, they reached 
thirty-two millions, which was then thought a high figure. 


If one hundred millions are not now sufficient to govern thirty- 
five millions of people in time of peace, it is almost surprising that 
ten times as much proved sufficient to govern the same people during 
such a war as is fresh in the recollection of all. 


As soon as the expenses can be reduced to this sum, we propose 
the abolition of all direct taxes, excepting on fermented and distilled 
spirits and tobacco, and at the same time disbanding most of the 
large army of tax-gatherers and revenue-officers, which (themselves) 
are a serious drain on the Treasury. Who would not rejoice at a 
result so glorious! When private business need no longer be dis 
closed for the inquisition of the income tax! When business would 
again be free from the tax that now clogs its wheels and impedc 
their motion! When this shall have been accomplished, the deh 
will cease to be felt asa burden. How one hundred millions o: 
dollars per annum may be realized, will be considered next. 


As the object is to impose all taxes where they are the least 
burden and as near a blessing as it is possible to make them, we 
suggest fermented and distilled spirits and tobacco. The tax on 
these would be a voluntary tax, as no one could be compelled to use 
the commodity. It would be a tax on the luxuries of life, and not 
on its necessaries. If the tax tended to decrease the consumption, it 
would operate as a blessing on society and the morals of the com- 
munity at large. It can be made to pay the expenses of govern- 
ment, so that all other taxes can be abolished; and if the effect at 
the same time would be to prevent the spread of habits that can not 
be termed exemplary, if not really vicious and injurious to health 
and morals, it must work to a good end. <A tax appropriated to this 
purpose would bear some analogy to the penal laws, which inflict 
punishment with a double purpose—one to prevent a repetition of 
the offense, the other to reform the offender. Here the greater 
object would be revenue, that must be raised somewhere; the 
minor, an incidental reformation of the persons paying it. So that 
the money be realized, and the community rather benefited than 
injured, the tax will not be regarded as an evil, especially as it is, 
unlike most of the present taxes from which there is no escape, 4 
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tax which may be avoided by dispensing with the use of the articles 
taxed, which could not prove injurious. 

As the tax on necessaries has been promptly paid, it can not be 
supposed that the present tax on spirits and tobacco could be objec- 
tionable when ail other taxes would be abolished. 


The present tax on fermented and distilled spirits and tobacco will 
yield one hundred millions of dollars per annum if the revenue laws 
beenforced. In 1860 ninety million gallons of whisky was distilled, 
at which time it was free.from tax. If only half that amount would 
pay the tax of two dollars per gallon, it would yield ninety millions 
of dollars. The actual sum received for several years past from the 
whisky tax was, in 1866, in round numbers, twenty-nine million 
dollars, and in 1867, twenty-eight millions; but the special commis- 
sioner of the revenue estimates that the actual production which 
was liable to the tax, but which in great part evaded it, was not less 
than forty-three million gallons. This should have paid eighty-six 
million dollars excise duty, had the law been properly enforced. 


The Secretary of the Treasury, in his report, says, that “ he is not 
of opinion that this tax can not be collected ; but he does not hesi- 
tate to say that the collection of so heavy a tax with thoroughness, 
will be impossible, unless a higher standard of qualifications for 
revenue officers than now exists shall be established.” Just so. 
But why not raise the standard by appointing honest men in place 
of hungry politicians, greedy to fill their pockets with bribery, and 
ready to enter into conspiracy with distillers in defrauding the 
revenue ? Honest men can be had, but they are not used to ivitiat- 
ing themselves through the devious mazes and mystical labyrinths 
that lead to office. They must be looked for beyond these avenues. 
They must be sought for the occasion; they do not thrust them- 
selves forward as do those who have “an ax to grind,” and who do 
not rest satisfied with a fair salary, but who expect to make princely 
fortunes illicitly out of the opportunities which they are appointed 
to guard, 

The Secretary admits the dishonesty of many of the excise officers, 
and knows they are aiding and abetting in defrauding the revenue, 
yet he continues them in office. Why not remove the dishonest 
ones, and make good his faith that the “ tax can be collected ?” 


That half the excise due on whisky has not been collected is not 
a matter of surprise when it is noticed how the law was administered. 


It would be a greater astonishment if the tax had been collected by 
51 
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the inefficient means employed to collect it. Money has its tempta- 
tions ; and as long as it is an easy matter to escape the penalty, or 
to compromise by paying a mere fine, the offense will be repeated. 
Distillers, when found guilty of fraud, were allowed to escape by 
the payment of money, frequently not half as much as the sum 
defrauded. This | was rathef encouraging than suppressing swin- 
dling ; and the offenders, seeing no terror in the law, repeated their 
operations. Others were encouraged to go and do likewise—to 
cheat the Government fifty or a hundred thousand dollars, and then 
compromise by paying a fine of ten or twenty thousand. Will any 
one say that larceny would be suppressed if the law would set the 
thief at liberty on his refunding one-fourth or one-half the stolen 
booty? Would it not be positively encouraged and established by 
such a law, nominally intended to suppress it? Yet this is precisely 
the way the whisky tax was attempted to be enforced from the 
beginning. If honest men had been appointed, and held to strict 
accountability, and every guilty one tried and convicted in the 
United States courts, and sentenced to the imprisonment provided 
in the law, instead of settling for money with the excise officers, the 
law would have been enforced, and commanded the respect of an 
honest public. As it is, the law is a sham; its operations a dis- 
grace to the nation; its effect, to exclude all honest men from the 
business, which is left entirely in the hands of unscrupulous 
swindlers who supply the market at a price less than the tax. 

This state of things need not continue. The experience hitherto 
may be turned to good account hereafter. As other taxes should be 
abolished, the tax on beer, whisky, and tobacco should not be 
reduced, but collected in full. The convictions of the Secretary that 
the tax can be enforced should induce him to do it at once. During 
every day that the tax is not enforced, honest tax-payers contribute 
to swell the profits of those who evade the law. Taxes must be 
raised somewhere, and what is not collected where it is due must be 
realized from some other source. The failure to collect the tax is 
no good argument why it should be reduced. The commission of 
crime can be no good reason for repealing the criminal laws. On 
the contrary, it would be a good reason for making those laws more 
stringent and effectual.. A high tax can be collected ; if not, where 
is the evidence that a low tax would be collected any better? In 
England the tax on spirits is considerably higher than in this country, 
yet it has been collected satisfactorily for many years. 


We therefore contend that the tax should not be reduced, but 
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strictly enforced, and that a sum sufficient to pay all the expenses of 
Government, excluding the interest on the public debt, should be 
raised from the several articles specified on which the tax would be 
more a benefit than an injury; and that all other taxes should be 
abolished. 


One great advantage directly resulting from the public debt is the 
National Banking system. Never before the institution of the 
National banks and the suppression of the State banks, was the 
paper circulating medium as satisfactory to the people. It is true, 
they furnish at present a currency only convertible into legal-tender 
notes of the United States; not the equal of, nor redeemable in, gold 
and silver coin; but this is neither owing to any defect on their part 
nor possible to continue longer than until resumption takes place by 
the United States. The business of the country was never done 
wholly or chiefly by a metallic currency. Its bulky character and 
cost of speedy remittance from place to place always made a paper 
circulation, representing and readily convertible into it, a necessity 
of business for the exchange of values. The old State banks had 
several hundred millions of circulation, much of which was redeema- 
ble in remote localities, unsecured outside of the assets of the 
corporations, and generally at a discount at any considerable distance 
from home. Organized under the laws of the several States, with- 
out any concordant system, without any general supervision of the 
Government, it was natural that many of them should have been 
given to private speculations, and profiting on the discount of their 
own notes, Failures were frequent, resulting generally in total loss 
to the note-holders, who had no means of knowing the credit or 
solvency of a mongrel, multitudinous, ever-changing out-growth of 
banking institutions, whose notes were scattered broadcast, far and 
wide, over the whole land. It has been estimated that some of the 
States West have paid and lost in shares or discounts on uncurrent 
bank-notes, constantly repeated, more than the cost of all their 
lands. The commonly accepted currency becomes a kind of public 
property, and none can avoid suffering if it be liable to depreciation, 
or to become worthless. Many banks took advantage of their own 
wrong and speculated in their own depreciated paper. Of such a 
currency it may well be said, in the language of a statesman, that, 
“of all contrivances for cheating the laboring classes of mankind, 
none has been more effectual than that which deludes them with 
paper money ; this is the most effectual of inventions to fertilize the 
rich man’s field by the sweat of the poor man’s brow.” 
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Appropriate as this quotation is, as applied to the uncertain and 
changing value of the former medley of State bank notes, it can not 
be applied to the notes of the National banks. As it is not practi- 
cable to use the precious metals in business exchanges further than 
as a basis of a convertible paper currency, some kind of paper 
currency becomes indispensable. What can be better than a currency 
amply secured and guaranteed by the Government itself, and 
redeemable not only at the places of issue, but also at the principal 
financial centers of trade, and not in the least dependent for payment 
on the solvency of the banks issuing them? If possible, they are 
even better than the United States notes. They can not be worth- 
less, for they are convertible into United States notes. If additional 
security can make them better, then they are better, as they have 
the same faith and security of the Government to back them, and 
the assets of the banks, and the liability of the stockholders in addi- 
tion, to make them good to the holders. Time and experience may 
suggest needed improvements which can easily be made, and the 
system perfected and extended ; but if any kind of paper money must 
be employed, it is hard to find a better system than that embraced 
in the National banks, which was eliminated by and based upon the 
National debt. So powerful were the State banks, so great was 
their opportunity to reap a harvest by undue expansion and over- 
issuing, that nothing less than the exigencies of the war could have 
induced the States to surrender to a National and uniform system, 
which precludes all possibility of loss to the note-holders. 


The proposition has been made to supersede the National Bank 
currency by United States legal-tender notes. Sooner or later the 
one should supersede the other, so that there may be but one kind 
of currency, everywhere equal to and redeemable in gold. Tomake 
the legal-tender notes a permanent system would quite surpass the 
intentions of the trying hour, when they were reluctantly authorized 
to meet the exigency of a temporary necessity. This, however, 
would not matter, if no sufficient objections existed against 
making the Government itself a huge banking-house. The chief 
objection will be found in the liability to political corruption, mis- 
management, and in becoming the instrument of party or faction, 
in controlling the politics and elections of the country. Nor would 
it answer the purpose of trade as well as the National banks dis- 
tributed all over the land. A United States currency, instead of 
having the elasticity to contract and expand with the wants of busi- 
ness in periods of activity and depression, would necessarily be 
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governed by the wants of the Treasury, and often working entirely 
contrary to the interest of the public. No nation has yet succeeded 
in permanently establishing such a system, and the conclusion is, 
that the experience of the world is against it. 


But it is said that the Government could save or make the interest, 
on this circulation. That is true; but it may well forego that if a 
better system of banking be the consequence ; and from which the 
Government may actually realize a tax, nearly or quite equal to the 
interest on the circulation of the banks. 


As much of the National debt as is required to be pledged as 
security for circulation by the banks could probably be made self- 
sustaining, by allowing the banks a little more latitude in taking 
interest, and so adjusting the taxes on them as to make them equal 
the interest on the bonds deposited with the Government to secure 
their issues. It may be a question, whether the privilege to take a 
trifling higher interest would not operate, in an active money-markets 
in favor of borrowers as well as the banks. As the banks are the 
creation of the Government and directly under its control, no good 
reason presents itself why the several States should fix their rates of 
legal interest. They. should be wholly under the control of the 
Government, or not at all. As it is, the Government directs, but the 
several States intrude their different rates of interest. It is too much 
like serving two masters, and may lead to a conflict of authority, if 
not to “hating the one, and despising the other.” 

The National Banking system should be made a permanent system, 
as perfect as possible; and in due time the National circulation 
should supersede the United States notes, leaving but one equal and 
uniform paper currency for the whole United States, becoming with 
resumption readily convertible into gold in any part of the nation, 
and at the counters of several thousand banking-houses, 

True, the notes would bear the impress of the different banks, but 
they would still be one in kind, value, convertibility, and security ; 
and though they would be separate in name, and many like the 
waves, they would yet be one as the sea. 

If such be the merits of the system, it will never be yielded to 
any caricature that can be contrived under local State laws bearing 
any analogy to the former State banks; but it will be continued, 
though improved and amended if may be, for generations to come, 
and probably long survive the last vestige of the National debt on 
which it is now based. 
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The liquidation of the debt, however, should not be deferred for 
fear of removing the pillars of the bank system. Credit is not 
better basis for the system to rest upon than the wealth represented 
by that credit. Liens on real estate, or other ample security, could 
be used to indemnify the Government for guaranteeing the payment 
of the notes, and redeeming them for all banks failing to do so. This 
plan, however, may be open to objections; and perhaps the idea 
before suggested, to make that part of the public debt pledged by 
the banks as security to the Government self-sustaining—that is, the 
taxes on the banks to equal the interest on that part of the debt on 
which they are based, may be a sufficient reason against paying off 
that part of the debt, as long as the banks are in existence and con- 
tinue to pay in taxes the interest on this part of the debt. If this 
debt costs no interest, and is of value in giving a better basis or 
security to the banks than they can otherwise have, it might be con- 
tinued ; and in fact, as long as the banks continued both to own and 
to pay the interest on this debt, it would scarcely be a debt at all. 


A thousand millions of the debt could before many years be 
virtually wiped out, by being thus made self-sustaining. If the 
legal-tender notes be superseded by National Bank currency, they 
would swell up said currency to an aggregate of nearly seven hun- 
dred millions ; and the history of the past shows that in the rapidity 
with which the nation grows, bank capital and circulation must 
necessarily fast increase in volume, so that it will not be many 
decades in the future, until one thousand millions of Government 
bonds would be required to secure the currency. And if all the 
taxes can be repealed except the few alluded to, where the tax is 
more a benefit than an injury to the public, and if the banks will 
pay a tax, in lieu of all other taxes, to an amount equal to the interest 
accruing on that part of the National debt pledged as the security of 
their notes, then, such debt would be virtually wiped out—it would 
cost the Government nothing, and the taxation would not be on 
property that would otherwise be taxable if the banks had no circu- 
lation, as other taxes would be abolished. This would remove the 
objection that is made, that the banks are reaping the advantage of 
their circulation, which the Government might as well make itself, 
by issuing its own notes in place of the bank notes. The tax could 
be realized from the banks without oppressing them, and collected 
without the intervention of a complicated and expensive system of 
internal revenue agencies. It would be paid direct to the depart- 
ment at Washington, as most of the present tax on banks is paid, 
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without any cost of collection. The tax would be just, as a compen- 
sation for the security and supervision of the Government, which is 
the basis of their success; and it would make them more popular 
with the people, who would feel that it relieves them to that extent 
from the burden of the public debt. 


If one thousand millions of the debt could thus be virtually made 
non-interest bearing, or self-sustaining to the Government—and if 
so large a sum would actually be required at some future time as a 
banking basis, as it doubtless would be, then there would remain for 
payment less than fifteen hundred million dollars of the National 
debt. 

How this would be liquidated by a regular annual payment, will 
be shown by the following table :— 

$ 5,000,000, paid annually for 50 years at six per cent. amounts to $1,538,000,000 

10,000,000“ 39 1,537,000,000 

25,000,000‘ 26 1,569,000,000 

30,000,000 23 1,494,000,000 

50,000,000 17 1,495,000,000 

100,000, 000 11 1,586,000,000 

From this table it will be seen that the tariff could easily be made 
to pay the interest and principal of the debt, in a reasonable time, 
and without yielding as much revenue as it has yielded for several 
years past. All other expenses, if curtailed and reduced as they 
Should be, and made not to exceed one hundred millions per annum, 
which is nearly twice as much as they were ten years ago, can and 
should be realized from only a few specific taxes, when the greatest 
good and least harm results from such taxation. In this view, the 
debt is neither large nor formidable, but easily managed, with but 
little direct taxation. Compared with the future growth and accu- 
mulation of wealth, it dwindles down as they increase. 


The present taxes are too high entirely, and oppressive on the in- 
dustry and labor of the country. To show that the taxes can be 
nearly all abolished, and still good faith be maintained with all the 
public creditors, and the debt wholly paid within thirty or forty 
years, is the best way to meet the cry for repudiation raised by a 
few ill-disposed persons. The debt will soon all be funded into 
gold interest-bearing bonds; and by setting aside the tariff receipts 
expressly for this purpose, the required money is provided for both 
principal and interest. Congress a few years ago provided for 
paying annually one per cent. of the debt from the custom duties, 
as a sinking fund; although the Secretary of the Treasury, did not 





800 Liquidation of the Public Debt. [ April, 


carry out the law. Why not appropriate the whole tariff receipts 
to the payment of the debt and interest? If this were done, the 
direct-tax payers would feel relieved; the idea that the poorer 
classes pay the tax into the pockets of the rich, who draw the 
interest on their bonds, would lose its force. 


If the taxes still continued high, the tax-payers would know that 
they must result from extravagance in the Government, and could 
demand reform. They would feel that all direct taxes are just 
intended to carry on the Government, not to pay interest to the 
bondholders, and if high, they could know the cause and demand 
redress. 


It remains to consider the National debt in relation to the securi- 
ties representing it, the irredeemable currency, high taxation, infla- 
tion of prices, and the resumption of specie payments. 


Above all, good faith with the public creditors should be main- 
tained inviolate. All securities of the Government should be paid 
in the manner the purchasers were induced to believe them to be 
payable, by the recognized agents of the Government. It may be 
legal to pay the five-ttwenty bonds in legal-tender notes; but so it 
would be legal to repudiate altogether, or pay in Hon. Thaddeus 
Stevens’ “leather dollars,” if the law so authorized it. Not the 
legality, but the justice and morality of it, should be the guide of 
Congress in giving the créditors what they had a right to expect, 
and what the agents who sold them the bonds for the Government, 
assured them they would get; and which was the condition upon 
which the people advanced their money at a time when the success 
of the war was questioned by many, and at a time when many timid 
men refused to trust the Government with their capital on any terms 
whatever. If, instead of paying in coin both interest and principal of 
the bonds, they be paid in depreciated paper promises-to-pay, which 
is really only an exchange of loan, and no payment at all, what se- 
curity can there be for future loans? Should war again take place, 
and large sums of money be required from the people, would they not 
point to this as a precedent, and make it the excuse for not trust- 
ing their funds to a power that had deceived them once, and which 
they would determine should never have the opportunity to deceive 
them again? The index of distrust would be pointed to this 
instance of bad faith, in all future history, as it is to the Continental 
money, or the French assignats. 


It would be the surest way to impair the public credit, and disgust 
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all honest people with the action of their own Government. Nor 
can there be any necessity for evasion, quibbling, or giving the 
creditors less than they could reasonably expect. The people that 
sustained the nation in the darkest hour of her trial, will sustain 
good faith and honorable dealing with all public creditors, in the 
days of her prosperity and peace. If, as has been suggested, the 
debt can be made self-sustaining, and be finally liquidated within 
thirty or forty years, without direct taxation, except on a few 
articles where taxation is considered a public benefit, the cry of 
oppressing the poor for the benefit of the rich will soon receive its 
quictus. And if specie payments be resumed as soon as trade and 
the foreign exchanges have prepared the nation for it, the ery of 
paper money for the laborer, and gold for the bondholder, will be 
hushed. The question whether the principal of the debt shall be 
paid in coin or legal-tender notes, should therefore never have been 
raised; instead of making that an issue, the effect of legislation 
should be to appreciate the currency to the par with gold, long 
before any considerable amount of the bonds mature. With paper 
and coin on a par, what can it matter in which of two equals the 
debt be paid? Better appreciate the currency to the par of gold 
as soon as events are ripe for it, without causing disaster, and the 
principal of the debt will then be paid to the satisfaction of the 
creditors, whether it be gold, or its equivalent in paper money. 

The inflation of prices may be traced to various causes, the most 
conspicuous of which are the depreciated currency and the high rates 
of taxation. The taxes must be added to the cost of all commodi- 
ties ; and all merchandise imported or exported is directly enhanced 
by the premium on gold representing the depreciation of paper 
money. Demand and supply are undoubtedly the first considerations 
of prices ; but these, in return, are affected by many and varying 
influences. Prices advanced most rapidly when taxes increased the 
fastest ; and the rise in gold was notalways followed by a correspond- 
ing rise in prices, except, perhaps, the articles imported or exported 
at the time, which responded almost immediately. An abundance 
of money does not necessarily advance prices. Confidence in its 
continued abundance and depreciation is necessary to act fully on 
prices. Money may be abundant; but credit scarce to command it, 
and prices will fall. It is a matter of history, in our financial 
centers, that,in many periods of the greatest depression and distrust, 
money was abundant. After the collapse in 1857 money became a 
drug in the market, and confidence was so far lost that there was 


. 
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scarcely any legitimate employment for money. Before that period 
confidence or credit was strong, and prices high and speculative, 
although money was tight and scarce. The expansion and contrac. 
tion, the infiation and depression, that seem to occur almost periodi- 
cally, are based more on the varying degrees of confidence expressed 
in the extension of the credit system than in the increase or decrease 
of paper issues. 

Credit answers the purpose of money for inflation, and it does 
not appear that any legislation can permanently regulate the confi- 
dence which one man reposes in another. In times of general pros- 
perity, confidence strengthens, and the credit system is extended 
and represented in an increase of checks, drafts, deposits, promissory 
notes, book accounts, judgments, mortgages, &c. In periods of 
distrust and declining prices, credit clips her wings, becomes shy and 
sensitive, and although money itself may be plenty, credit is con- 
tracting, prices tumbling, and depression and revulsion follow. 

If the credit system could be dispensed with, and business be 
transacted for cash, it is obvious that a much larger amount of cireu- 
lation would be required. If abundance of money obviates the 
necessity of giving credit, and if commercial exchanges be more 
generally settled in cash, because it is readily attainable, then the 
business of the country would be in a sounder condition than when 
credit is inflated to represent the exchanges that should be paid in 
cash. It does not, therefore, depend on the amount of circulation 
to determine prices, as much as it does on confidence and the 
tacility of obtaining credit. 

The present paper circulation of the country amounts to about 
seven hundred millions. A considerable portion of this is not in 
active circulation, but remains as a reserve in the banks and United 
States Treasury. Considered by itself, and not as affected by other 
causes, the value of this circulation in the aggregate is not affected 
in its purchasing power by decreasing or increasing it. The 
whole volume will have the same purchasing power, whether it be 
doubled or diminished one-half; the differences would be marked in 
the changes of prices, or in the premium on gold. What is desira- 
ble, therefore, is to retain that amount of circulation which is neces- 
sary for the business of the nation, not too small in amount, lest 
business be depressed or forced to the credit system ; nor too large, 
lest it produce inflation of prices, overtrading, and a consequent 
revulsion, a collapse of prices, and diminished production. Since 
the legal-tender notes have been in ample supply, business has been 
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done more for cash, or on shorter credit, and therefore on a sounder 
basis, than when money was in inadequate supply. The money 
circulation is the life-blood of a nation; like the blood in the arteries 
of the body, it circulates through all the ramifications of business, 
from the financial centers to the remotest part of the land. Like the 
rivers, creeks, and rivulets, it diffuses fertility and life wherever it 

oes. Withdraw it, and the industrial pursuits of the people are 
congealed like the streams in the midst of an arctic winter; and 
stagnation of trade and productions must follow. It can not be 
determined what precise amount of circulation is most favorable to 
the development of all the interests of the nation. The largest 
amount that can always be kept at par, or redeemable in gold at 
the centers of business, without danger of suspension, would proba- 
bly be the sum most favorable to the rapid growth of this expansive 
country. The resumption of specie payments should take place 
just as soon as it can be done without depressing the interests of 
the nation, and not sooner. The evils of suspension have been 
realized in the changes it has already effected. Prices have now 
conformed to the fictitious standard of the irredeemable currency ; 
and a forced resumption would be but a repetition of the violent 
changes of values caused by suspension, though in the opposite 
direction. To withdraw the legal-tender notes in order to resume, 
can not end in less than a general paralysis of business. A great 
revulsion, thousands of bankruptcies, and general distress, would 
inevitably precede resumption based on a withdrawal of the circula- 
tion. Resumption reached by such means could not be worth its 
cost to the people. A better plan is to resume by redeeming in 
gold, and reissuing the notes, thus appreciating them to par, with- 
out lessening them in volume. This method would virtually increase 
the gold value of the wealth of the nation, the other decrease it. 
The one would appreciate the circulation to the equal of gold, the 
other would entirely wipe out the whole or part of the circu- 
lation. * 


The President, in his late annual message, touches the true idea. 
In speaking of resuming specie payments, he says :—“ A reduction 
of our paper circulating mediums need not necessarily follow.” 
Resumption on this plan should take place just as soon as it be 
possible—it would not disorganize nor demoralize the business 


* This theory is, by one or two of the Examining Committee, considered objection- 
able.—Ed. B. M. 
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machinery of the country, as would the only and favorite plan of 
the Secretary of the Treasury, which is, to contract the volume 
of legal-tender notes, instead of appreciating them all to the gold 
standard. 

As to the period of resumption, that can only be determined by 
the events of time itself. It is useless to think of it while the ex- 
changes are steadily against the nation. As long as gold flows out 
of the land, instead of coming in, it would be suicidal to attempt 
resumption. It is true, bills may be passed by Congress, fixing 
some future time for resumption; but so bills may be passed to 
prohibit the flow of Niagara, or to reverse the current of the Mis- 
sissippi River. As well legislate for the winds and the tides, as to 
fix a time for resumption before the condition of the nation is pre- 
pared for it. The passage of laws at Washington can not control 
the rain and the sunshine, nor regulate the seasons necessary to pro- 
duce cotton, rice, and sugar crops in the South, and grain crops in 
the North. When favorable seasons shall have produced a large 
surplus of cotton, grain, and other staples to export, sufficient to 
turn the balance of trade for a long time in our favor—when the 
gold from our mines shall be no longer exported, but retained 
in the country, to be augmented by an influx of the precious metals 
from Europe, then the paper currency will, of itself, appreciate in 
value, the premium on gold will decline of its own accord, and, 
in due time, resumption will take place, gently, quietly, and almost 
imperceptibly, as the dew of heaven falls upon the flowers, without 
a throe of convulsion, resulting in good to all, and harm to no 
one. 

The teachings of history on this subject should not be disregarded. 
England suspended specie payments in 1797. Her wars ended 
with the battle of Waterloo, in June, 1815. The paper circulation 
of the Bank of England, the Treasury, and her numerous country 
banks, was probably not much less than the paper circulation of 
the United States; and gold sometimes sold as high as forty-four 
per cent. premium. After the conclusion of peace, the bullionists, 
bondholders, and money-lenders, clamored for resumption, and the 
Government fixed the day to resume in July, 1816. This produced 
a contraction of the circulating’ medium, a depression in all busi- 
ness movements, and, as it was said by a member of Parliament, 
“more intense suffering than at any period since the Norman Con- 
quest.” Bankruptcies increased more than fifty per cent. and num- 
bered two thousand and eighty-nine, in 1816, 
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After seeing the disaster it had created, the Government came 
to the relief of the people, and postponed resumption for two years. 
Under this reprieve the downward course was arrested, business 
began to revive and trade to recuperate. Contraction ceased, as 
resumption was deferred, and bankruptcies diminished near fifty 
per cent. in 1817, and prosperity was again inaugurated. 


So, the several subsequent attempts at premature resumption, 
always showered distress and suffering on the people, which some- 
times broke out in fearful bread-riots and mob-gatherings, until 
the Government was induced to withdraw the pressure of contrac- 
tion, and extend the time for resumption. With all this forcing 
process, one time fixing a day for resumption, and at another extend- 
ing it; at one time crushing the industry of the people, then again 
attempting to relieve them, it was not until 1824 that full resump- 
tion took place. When it did take place, it was not an act of 
legislation as much as it was an act of time, in growing up to the 
financial and productive condition of the kingdom, that made 
resumption possible. If our Government would avert from the 
American people the distress that England endured during the 
eight years that resumption was threatened, it must not copy her 
errors. Let her history be a warning to save us from her fate. 


Without decreasing or increasing the currency, if good crops can 
be produced, the product from our mines increased, and a healthful 
commerce created, the foreign exchanges will soon turn in our fa- 
vor; paper money will appreciate, gold become more plenty, its 
premium decline, and the time for successful resumption will be 
indicated by these events as plainly as the shadow indicates the 
hour on the sun-dial. With favorable seasons for agriculture, a 
few years may suffice, and resumption take place without producing 
any revulsion, distress, or bankruptcies. But as long as the balance 
of trade is against the country, gold flowing out instead of coming 
in, no legislation can bring about permanent specie-payments with- 
out withdrawing the currency, the life-blood of production, and 
making a general crash and stagnation of all our sources of wealth. 


Let Congress, therefore, give its attention to such laws as will 
revive the production of the great staples of the South, extend the 
growth of cereals in the North, and develop our mineral and 
manufacturing resources, so that a production of surplus wealth 
may find a foreign market, and make us a creditor nation, and then 
resumption will follow as a consequence in the footsteps of wise 
legislation, and not as the object of it. 
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Resumption based on any other events than those indicated must 
_ prove disastrous, and too dear at its cost. To plunge the people 
into the distress that England experienced at the time of her bread 
riots, is paying too dear to appreciate the currency. Better con- 
tinue the suspension, than make a plunge from the frying-pan into 
the fire. Better let well enough alone, and time will soon heal all 
the wounds and breaches that grew out of the war. 


The desolations of the war are over, and our resources will be 
more rapidly developed than ever. The nation will grow up to 
specie payments, as soon as it produces a sufficient surplus for the 
markets of the world. The chief evils of an irredeemable currency 
have already been passed. The premium on gold is gradually sink- 
ing, and prices coming down perhaps as fast as the best interests 
of the nation will permit. Cotton one year ago ruled upward of 
forty cents per pound; it is now about sixteen cents, and all the 
manufactures of that staple have declined in proportion. Bread- 
stuffs still rule high, but it is obviously owing more to the laws of 
demand and supply, than to the depreciation of the currency. The 
West is developing, agriculture extending, railroad facilities pro- 
gressing, and with one or more favorable seasons for production, it 
is reasonable to expect lower prices, greater exportation, and in 
consequence a balanee of trade in our favor, gold flowing in from 
other lands and declining in premium, until resumption will become 
easy and natural without producing any of the calamities that would 
result from enforcing contraction, and attempting premature re- 
sumption. 

One year ago, the Secretary of the Treasury, in his official report, 
sketched a very gloomy picture of the financial condition of the 
nation. His gloomy forebodings have not been justified. Clouds 
may linger in the horizon, but the storm has passed away. Never 
before were the signs of the times more auspicious for rapid and 
healthful growth in population, production, and greatness. The 
war cloud that has safely passed with all its horrors, is now efful- 
gent with the bow of promise. The decades of the future promis 
even greater progress than those of the past. From the epoch 0 
human liberty will date renewed prosperity and happiness. The 
future greatness of this nation no one can foresee; it may surpass 
even the most sanguine expectations of any now living. It may 
eclipse the grandeur of any nation that has ever flourished in the 
history of the world. For centuries her destiny may be onward and 
upward, like the sun rising to the zenith in glory. Her light may 
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be a beacon to all nations—her government the last, the noblest 
gift of Heaven to bless mankind. The three hundred thousand 
patriot martyrs of liberty, who now sleep in their graves, will for- 
ever consecrate her soil to freedom; their blood will cry from th® 
ground against treason and slavery long after their bodies shall 
have returned to dust; and the fruits of the war, in shaping the des- 
tiny of the American people, will be felt until the evening bells of 
mortality shall toll, and the angel declare “that time shall be no 
more.” 


THE NEW CONSTITUTION OF NEW YORK. 


Tue following are Sections Eight and Ten of the proposed Consti- 
tution, as recommended and adopted by the Convention of 1867-8. 


ARTICLE VIII.—FINANCE, 


Section 1. The canal debt of 1846, amounting on the first day of 
October, 1867, to $3,247,900, the general fund debt amounting at 
the same time to $5,642,622-22, the canal enlargement debt amount- 
ing at the same time to $10,785,000, and the floating debt loan con- 
tracted under Chapter 271 of the Laws of 1859, amounting on the 
Ist day of October, 1867, to $1,700,000, shall hereafter be known 
as the “ Canal Debt,” for the payment of which the canal revenues 
are hereby pledged ; and the several sinking funds applicable to the 
payment of the said debts, together with the contributions to be 
made thereto and the income thereof, shall be known as the “ Canal 
Debt Sinking Fund.” 

Src. 2. In each fiscal year, commencing on the first day of October, 
1869, after paying the expenses of collection, superintendence, and 
ordinary repair, there shall be set apart and paid into the Canal Debt 
Sinking Fund, out of the revenues of the canals, the sum of $2,418,000 
to pay the interest as it shall become due and redeem the principal 
of the several debts specified in section 1 of this article, until the 
said several debts shall be fully paid or provided for; and the 
principal and income of such sinking fund shali be applied to no 
other purpose. Ifin any fiscal year there shall not be contributed from 
said revenues the sum of $2,418,000, the deficiency shall be supplied 
by taxation the next year. The remaining revenues of the canals 
in each fiscal year may be applied by law to the improvement or 
completion of the canals, but shall at no time be anticipated or 
pledged ; if not so applied they shall be and remain a part of the 
Canal Debt Sinking Fund. The tax authorized to provide for the 
sinking fund to pay the floating canal debt shall be suspended after 
the Ist day of October, 1868. 
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Src. 3. After the debts specified in section 1 are paid or provided 
for, according to the provisions of section 2, the revenues of the 
canals, after paying the expenses of collection, superintendence, and 
ordinary repair, shall, in each fiscal year, be paid into the Treasury 
of the State to pay the amount advanced since 1846 for canal pur- 
poses by taxation, until the whole amount so advanced, with interest 
at five per cent. per annum, shall be paid, and until any amount 
hereafter advanced for canal debts or other canal purposes, with 
interest thereon at five per cent. per annum, shall be paid; but the 
moneys so paid into the Treasury may, from time to time, be appro- 
priated by law for the improvement of the canals, or for such other 
purposes as may be deemed proper. But the said moneys shall not 
be anticipated or pledged. 

Sec. 4. After complying with the provisions of the second and 
third sections of this article, and after paying said expenses of col- 
lection, superintendence, and ordinary repairs, the surplus revenues 
of the canals may, in each fiscal year, be disposed of for the improve- 
ment of the canals, or for such other purposes as the Legislature may 
direct, but shall at no time be anticipated or pledged. ; 


Src. 5. The claims of the State against any incorporated company 
to pay the interest and redeem the principal of the stock of the 
State, loaned or advanced to such company, shall be enforced, and 
not released or compromised, and the moneys arising from such 
claims shall be applied to the payment of said stock, or to repay the 
money which may be advanced to pay the same. 


Sec. 6. The canals shall not be sold, leased, or otherwise disposed 
of, and shall remain under the management of the State forever. 


Sec. 7. No moneys shall be paid out of the Treasury of the State, 
or funds under its management, except in pursuance of an appro- 
priation by Jaw, nor unless such payment be made within two years 
after the passage of such appropriation; and every law making, 
continuing, or reviving an appropriation, shall specify the sum 
appropriated and the objects to which it is to be applied, and it 
shall not be suflicient for such law to refer to any other law for that 
purpose. 

Sec. 8. The credit of the State shall not be given or loaned to, or 
in aid of any individual, corporation, or association. On the final 
passage in each House of the Legislature of any act appropriating 
money or property, except for the purposes of government, the 
question shall be taken by yeas and nays, which shall be entered on 
the journal, and two-thirds of all the members elected to each House 
shall be necessary to pass the same. 

Sec. 9. The State may, to meet casual deficits or failures in reve- 
nues, or for unexpected expenses not provided for, temporarily con- 
tract debts; but such debts, direct and contingent, singly or in the 
aggregate, shall not at any time exceed $1,000,000, and the moneys 
arising from the loans creating such debts shall be applied to the 
purposes fur which they were obtained, or to repay the debt so con- 
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tracted, and to no other purpose whatever; and such temporary 
debts shall in all cases be provided for at the earliest practicable 
period, and shall be paid within two years after they are contracted. 


Sec. 10. The State may also contract debts to repel the invasion 
of the State or of the United States, to suppress insurrection in the 
State or the United States, or to defend the State or the United 
States in war; but the money so raised shall be applied to such pur- 
pose or to repay such debts, and to no other purpose. 

Sec. 11. Except the debts specified in the ninth and tenth sections 
of this article, no debt shall be contracted by or on behalf of the 
State, unless it shall be authorized by law for some single work or’ 
object to be specified therein; and such law shall provide for a 
direct annual tax sufficient to pay the interest on such debt as it 
shall become due ; and also to pay the principal! of such debt within 
eighteen years from the time of the contracting thereof. No such 
law shall take effect until it shall have been submitted to the people 
at a general election, and shall have received a majority of all the 
votes cast for and aguinst it at such election. On the final passage 
of such bill in each House of the Legislature, the question shall be, 
“Shall this bill pass, and ought the same to receive the sanction of 
the people?” which shall be taken by yeas and nays to be entered 
on the journal. The Legislature may at any time repeal such law 
if no debt shall have been contracted, in pursuance thereof, and ma 
at any time forbid the contracting of any further debts under such 
law; but if any debt shall have been contracted, the tax in propor- 
tion thereto shall be irrepealable and be annually collected until the 
proceeds thereof shall be sufficient to pay such debt. The money 
arising from any loan or stock creating such debt, shall be applied 
to the work or object specified in the act authorizing such debt, or 
for the repayment of such debt, and for no other purpose. No such 
law shall be voted upon within three months after its passage, nor 
at any general election when any other law or any amendment to 
the Constitution shall be submitted to the people. 

Sec. 12. Every law which imposes, continues, or revives, a tax, 
shall distinetly state the tax and the object to which it is to be 
applied; and it shall not be sufficient to refer to any other law to 
fix such tax or object. 

Sec. 13. No deficiency loan shall be made for a longer period 
than is necessary to enable the sinking fund provided for its payment 
to accumulate an amount sufficient to discharge it; and in no case 
shall such loan be made for more than six years, 

Sec. 14. No money shall be drawn from the treasury except in 
pursuance of an appropriation by law, and on the warrant of the 
Controller; and all bonds, stocks, and other securities issued by the 
State shall be signed by the Controller on behalf of the State. 

Src. 15. Real and personal property shall be subject to a uniform 
rule of assessment and taxation. 

Sec. 16. The Controller is authorized to renew the bounty debt, 

52 
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or any part thereof, by extending the time of its payment to the 
first day of October, 1886, and to issue stock for that purpose, which 
he may apply in exchange for the outstanding stock, or sell, and in 
case of sale the proceeds thereof shall be applied to the purchase of 
the outstanding stock. The rate of interest on said stock shall not 
exceed seven per cent. per annum, payable semi-annually, and said 
stock shall be exchanged or negotiated on the best possible terms, 
and in no event at less than par, nor at a lower rate than the out- 
standing stock can be purchased for at the time the sale or exchange 
shall be effected. The principal and interest of the stock hereby 
authorized shall be secured by a direct annual tax to pay and sufii- 
cient to pay the interest thereon as it shall become due, and also to 
pay the principal thereof within eighteen years from October 1, 
1868. The Legislature may appropriate, from time to time, to the 
payment of the principal or interest of said stock any funds of the 
State not otherwise appropriated, and in case of such appropriation 
the tax to supply the sinking fund shall be correspondingly reduced. 

Sec. 17. The State shall not subscribe for, purchase, or in any 
way own, except by bequest, shares or stock in any company or 
corporation, nor invest any portion of its funds in the same. 

Sxc. 18. The Legislature shall never sell or dispose of the salt 
springs. The lands of the State adjacent thereto may be sold by 
authority of law, and under the direction of the Commissioners of 
the Land Office, for the purpose of investing the moneys arising 
therefrom in other lands convenient for the manufacture of salt; but 
by such sale and purchase the aggregate quantity of such lands shall 
not be diminished. 


ARTICLE X.—BANKING CORPORATIONS, ETC. 


Section 1. Corporations may be formed under general laws. 
They shall not be created, nor their powers increased or diminished 
by special act, except for municipal, literary, scientific, charitable, 
or benevolent purposes. All such laws may be altered or repealed. 
The Legislature shall not authorize the consolidation of railroad 
corporations owning parallel or competing lines of road. 

Src. 2. Dues from corporations shall be secured by such individ- 
ual liability of the corporators and other means as may be pre- 
scribed by law. 

Src. 3. The term corporation, as used in this article, shall be con- 
strued to include all associations and joint-stock companies having 
any of the privileges or powers of corporations not possessed by 
partnerships or individuals. Corporations shall have the right to 
sue and may be sued in all courts by their corporate names. 

Sxc. 4. The Legislature shall provide for the registration of all 
bills or notes issued or put in circulation as money, by virtue of any 
law of this State, and shall require ample security for the redemp- 
tion of the same in specie. No law shall be passed authorizing or 
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sanctioning the suspension of specie payments. In case of the in- 
solvency of any bank or banking association, the bill-holders there- 
of shall be entitled to preference in payment over all other creditors. 

Sec. 5. The stockholders in every corporation and joint-stock 
association, for banking purposes, issuing notes or any kind of 
credits to circulate as money, shall be individually liable to the 
amount of their respective share or shares of stock for all ‘of its 
liabilities. 


MUNICIPAL TAXATION OF NATIONAL 
BANKS. 


INTERNAL REVENUE DECISION, 


Tue following decision by Commissioner Rottrns rules that banks 
are not to deduct from the amount of dividends, to be reported to 
the assessor, any sums of money paid by the banks to the city, county, 
or State, for taxes due from stockholders. 


Treasury DeparTMENT, OFrFice INTERNAL REVENUE, 
Wasuineton, January 25, 1868. 


GENTLEMEN :—Your report of 23d ultimo, as “ the committee ap- 
pointed recently to consider and report upon the new claim of the 
Government Assessors for tax on amounts paid by banks of the city 
of New York,” has been received. 

It appears that in New York City the shareholders of National 
banks are required to pay municipal taxes upon their shares. To 
avoid delay and perplexity to the shareholders, the bank, and the 
city, a bank pays these taxes of the shareholders in one aggregate 
sum from its savings. The assessor of internal revenue claims that 
the sum thus paid is liable to tax of five per cent., which is to be 
paid by the bank. This liability the report denies. 


In my opinion the assessor is correct. The city tax, as I under- 
stand the case, is not a tax against the bank, but against the individ- 
ual shareholder. It is a debt due from him to the city. This debt 
the bank pays for him out of his share of the then undivided earn- 
ings. His next dividend is, in effect, a certain sum paid to him and 
another certain sum paid for him, and a tax of five per cent. upon 
both these sums should be paid by the bank. 


I do not, however, understand the right of the Government to 
collect these taxes in this manner to be strenuously denied ; but it is 
contended that inasmuch as the statute allows the deduction of “all 
National, State, county, and municipal taxes paid within the year,” 
in the estimate of one’s annual income, the final result will be the 
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same if the bank pays the United States five per cent. upon that 
portion only which is actually paid to the shareholder, and the share- 
holder makes no deduction in his annual income return on account 
of the taxes paid for him by the bank, and that, therefore, for the 
sake of convenience, the latter practice should be allowed. 

To this I reply—in some instances the results would be the same, 
whilein others the Government would fail to receive the full amount 
of tax imposed by law, as the following example will illustrate :— 

A has an annual income of $5,000 from bank dividends, and a far- 
ther income of $2,000 from other sources; he pays as house rent for 
the premises occupied by himself’ $1,000 per annum, and taxes to the 
amount of $500. His entire income, then, is $7,000. From this he 
is allowed to deduct the $5,000 upon which the tax was withheld by 
the bank, also the $1,000 paid as rent, the remaining $1,000 is exempt 
by law, and he is virtually cut off from the privilege of making the 
other deductions allowed by law, such as losses from fire or ship- 
wreck, debts ascertained to be worthless, and National, State, county, 
and municipal taxes, for the simple reason that there is nothing from 
which to make the deduction. The Government, in the case stated, 
received taxes to the amount of $250—five per cent.—upon the bank 
dividends. Under the practice proposed by you, the Government 
would receive $225—only five per cent. upon $4,500—$5,000 less the 
$500 paid as taxes. 

A’s return would show an income of $6,500 only, fro which he 
would deduct the $4,500 upon which the bank withheld the five per 
cent., and the house rent, $1,000, leaving the $1,000 exempt by law. 
By this process he would receive what, under the circumstances, the 
law does not give him, viz., a deduction of his taxes. 

If it be said that this is unjust, you will remember that it is my 
duty to execute the laws as | find them. The same hardship, if it 
be one, occurs in the case of the salaried employee of Government. 
It is made the duty of every United States disbursing officer to 
deduct and withhold from salaries a tax of five per cent. on all 
above $1,000 per annum. Thus to every salaried employee of the 
Government who has no income beyond his salary is denied the 
privilege of deducting lost debts, house-rents, taxes, &e. The law 
does not provide for the deduction of taxes from income derived 
from such salaries or from dividends. 

If this be a question of convenience simply, I see no great diffi- 
culty in the way. If my understanding of the case be correct, the 
only authority under which the banks pay the taxes of its individual 
shareholders is an agreement or understanding to that effect with 
the shareholders themselves; the bank pays the taxes of the indi- 
vidual stockholders of the corporation as the agent of each. The 
bank might continue to pay them; and when a dividend of the earn- 
ings of the bank, including the taxes paid, is declared, the bank, by 
virtue of an understanding to that effect, might withhold the muni- 
cipal taxes thus paid, in the same manner as it withholds the Na- 
tional taxes under the authority of the statute, and when the share- 
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holder makes his annual return on Form 24, he could deduct the 
amount of municipal tax thus paid for him, together with his other 
National, State, county, and municipal taxes, if he have taxable in- 
come from other sources from which the deduction can be made. 


Very respectfully, 
t. A. Roturns, Commissioner. 


Messrs. Jno. E. Witi1ams, J. D. Vermitye, J. F. D. Lanier, 
New York City. 





PENNSYLVANIA FINANCES. 


CoRRESPONDENCE BETWEEN Mr. A. BeEtMont oF NEw YorK, AND 
THE STATE TREASURER OF PENNSYLVANIA, ON THE PAYMENT 
oF THE StTaTE Stock IN CURRENCY. 


New York, January 28, 1868. 
To the TREASURER OF THE STATE OF PENNSYLVANIA :— 

We have received from Messrs. N. M. Roruscuitp & Sons, of © 
London, $190,886 Pennsylvania State five per cent. stock, which 
we send to Philadelphia for redemption, to be followed in a few days 
by a further lot of $100,000. 

Besides these, Messrs. Roruscuitp hold about $200,000 more of 
stock already overdue and becoming due this year. These gentle- 
men again complain of the injustice of the action of the State of 
Pennsylvania, in forcing its creditors to accept payment in a depre- 
ciated currency, and have instructed us to receive payment only un- 
der protest, as heretofore. 

They would, however, prefer to hold the stock, if an arrangement 
could be made with your State for a continuation of the loan, and 
will only accept payment now if compelled to do so by a discontinu- 
ance of the interest. We have written to the Farmers and Me- 
chanics’ National Bank of Philadelphia to confer with you on this 
subject before accepting payment, and we beg you will give this 
matter your serious consideration, and let us know whether an ex- 
tension, as desired by Messrs. Roruscuixp, is possible. Hoping soon 
to hear from you, we remain yours, respectfully, 

Avevust Bretmont & Co. 


HarrissureG, January 30, 1868. 


s 


Messrs. Aucust Betuonr & Co., New York:— 


GENTLEMEN :—In reply to your note of the 28th,I beg to say that 
no arrangement cau be made by which the Messrs. RoruscuiLp can 
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retain the old loan (now overdue) and continue to draw interest 
on it. 

You state that should no arrangement be made, you will be com- 
pelled to accept payment under protest. To this we have not the 
slightest objection. Your complaints about the injustice of our not 
paying you in gold, may seem just to you, but to us they seem 
ridiculous. 

I have no doubt Messrs. Aveust Betmont & Co. had many lia- 
bilities out, when the legal-tender act was passed, which became due 
after gold had risen to a premium of eighty. I have not yet heard 
of their conscience compelling them to pay in gold instead of the 
legal tender. We are willing to give you the pound of flesh, but 
not one drop of Christian blood. Respectfully, 


W. H. Kemstre, State Treasurer. 


New Yorks, February 4, 1868, 

Sir:—I have to acknowledge the receipt of your letter of the 30th 
ult., addressed to my house, in reply to our application on behalf of 
Messrs. N. M. Roruscuttp & Sons, of London, who had instructed 
us to receive payment of the Pennsylvania State stock now due, un- 
der protest, in case the State should not pay the principal im coin, 
and in case no arrangement could be effected having in view a con- 
tinuation of the interest and an extension of the time of redemption 
of the principal. 

Messrs. RoruscuILp act in this matter, as trustees of the holders 
of the dgbentures of the late United States Bank of Pennsylvania, 
residing in England and on the Continent of Europe. You seem so 
well acquainted with the financial transactions of States and individ- 
uals, that you. must know that by these debentures hundreds of 
widows and orphans have been reduced to beggary. 

Messrs. Roruscuixp, in trying to save for their constituents all 
they can out of the wreck, have made through my house an applica- 
tion, which ce as well as I deem just and equitable, and this appli- 
cation was made in a courteous and respectful manner. In so doing 
Messrs. Roruscui_p have evinced a new proof, if any was wanted, 
of their strict and honorable appreciation of the obligations assumed 
by them as trustees for the innocent holders of the most disastrous 
security ever negotiated by their house, a negotiation based princi- 
pally upon the faith of the State of Pennsylvania and its great bank- 
ing Institution. 

Your reference to the liabilities of my house, contracted in coin 
and assumed by you to have been paid in currency, is as impertinent 
as it is untrue in point of fact. Aucust Betmont & Co. have never 
declined to meet any demand for the payment in coin of any liability 
contracted by them in coin, before or since the legal-tender act. 
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If they had adopted the course toward their creditors which you 
propose to take on behalf of the State of Pennsylvania toward her 
unfortunate creditors, represented by the Messrs. Roruscui.p, there 
might have been some excuse for the lack of courtesy which you 
have exhibited in your letter to them. 

In conclusion, I take this opportunity to express my regret that 
the State of Pennsylvania should have for its Treasurer a person who 
could so far disgrace the State he assumes to represent, and forget 
the dignity of the office he holds, as to reply to a civil business com- 
munication in a manner which must raise the blush of shame on the 
cheek of every citizen of that great and honored State. 


I am your obedient servant, 
Avcust BrELMont. 


To Witt H. Kemere, Esq., 
State Treasurer of the State of Pennsylvania, Harrisburg. 





THE ENGLISH MONEY MARKET IN 1867. 
From the London Times, January 1, 1868. 


THE year 1867 has shown that the panic of 1866 came, as was sus- 
pected, twelve months before it was due. The war in Germany 
se agg a break-up of all the general financial speculations of 

urope. Otherwise the inflation might probably have been sustained 
until it would have been accompanied by the railway revelations 
that have since spread ruin where all parties thought themselves 
secure. Every one may now be thankful that this division.of disas- 
ter took place. Had the entire mischief been developed at one blow, 
the collapse must have been almost total. A state of confusion must 
have ensued from which it is scarcely possible any establishments 
with large liabilities, however wealthy or prudent, could have safely 
emerged, 

In some respects a singular resemblance may be traced between 
the years 1867 and 1857. In January, 1867, it seemed that the com- 
mercial public had nothing to do but to clear away the wreck they 
had just witnessed, and to look for the gradual rebound that inevita- 
bly tollows every period of terror. The trade of the country was 
unhurt, there were no pending foreign commitments to drain our 
resources, and an average harvest and freedom from war seemed 
alone requisite to insure a return of confidence. But an evil remained 
wholly out of reach of detection by any class of observers. Just as, 
in 1857, it could never have been conjectured that the most active 
shipping merchants at Glasgow, Liverpool, Manchester, and else- 
where, had been for years knowingly consigning goods at a loss to 
foreign markets for the sake of feeding the joint-stock banks with 
bills of exchange, and thus obtaining an unlimited command of 





816 The English Money Market in 1867. [April, 


money, it was beyond supposition in 1867 that the leading represent- 
atives of the railway system of the kingdom, in which five hundred 
millions of capital was involved, could, either knowingly or unwit- 
tingly, have long committed themselves to the practice of declaring 
dividends that had never been earned, so as to delude their constitu. 
ents into furnishing an unceasing supply of fresh capital for wild and 
unprofitable extensions. In both cases the lesson conveyed is the 
same—namely, that when people in England are found ready, through 
a state of apparent prosperity, to pay six or seven per cent. for the 
use of money, we may be sure there is an unhealthy condition below 
the surface, even though we may be unable to detect it. For two 
years before the panic of 1857 the bank rate of discount had ranged 
between five and seven per cent., and in 1864 and 1865 the terms 
cheerfully paid were from five to nine per cent. 


Happily, however, in the case of this railway crash, as in that of 
the financial one of last year, there has been no material diminution 
of the national wealth. Its consequences are not as if we had em- 
barked in dangerous foreign loans, or had consigned our manufac- 
tures to distant consumers at a price far below their actual cost. 
There has simply been a correction of delusive estimates, and this 
circumstance may go far to account for the marvelous steadiness with 
which, in the midst of sensations of universal distress, our usual com- 
mercial operations have been carried on and even extended. 


This singular steadiness affords the most consolatory proof of the 
inherent stamina of our business life. To appreciate that element 
fully we must look not only to the fact of its having been virtually 
unaffected by the finance and railway panics, but also by the unpar- 
alleled series of disconnected calamities that have fallen upon us from 
every quarter, among which is to be included, after a previous year 
of scarcity, the experience of a harvest still more seriously deficient. 
Our marine losses have been beyond all former precedent, and the 
rapid and continuous decline in cotton, while it has placed that in- 
dustry once again on a normal footing, has incessantly jeopardized 
the position of all holders of stocks either of the raw or manufac- 
tured material. 

Hence, amid all the follies and disasters of the time, the mercan- 
tile portion of the community have no cause for either shame or 
despondency. British trade has sustained no diminution either of 
reputation or force, and there is every reason to hope that it has now 

rospects as commanding as at any previous epoch. All the misery 
of the past two years has been from a scattering, not from an extine- 
tion, of wealth, except such as was purely imaginary. In this scat- 
tering, the property of thousands of previously happy families has 
passed into the hands either of adventurers, of adverse speculators, 
or of the professional classes whose duties are connected with such 
occasions, and at the present moment it is to the Court of Chancery, 
and its totally unfit modes of procedure for dealing either with rail- 
way or financial crises, that the unrelieved gloom that pervades all 
society is mainly to be attributed. 
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As to the prospects of 1868, if political and harvest contingencies 
could be set aside, every ground for trust and animation would be 
before us. Each trader must qualify according to his own judgment 
in these respects the anticipations he would otherwise be entitled to 
entertain. As far as the discount market is concerned there never 
was more distinct reason to assume that the abundance of money ex- 

erienced during the past summer will still be witnessed on all sides. 
Bat, whatever facilities may exist in this way, the merchant and 
dealer can feel little confidence in any plans he may form while the 
magnitude of the armies of the Continent, which has been year by 
year, for so long a time, the ever-increasing scandal of European 
civilization, is apparently destined to be augmented even in a more 
than ordinary ratio. The peculiar uncertainties that attend alike the 
fiscal and the financial system of the United States must also operate 
to cause constant watchfulness and anxiety. 

But, even making full allowance for these considerations, it would 
seem hardly possible that during the coming year any thing but a 
low charge for money can prevail. It must be borne in mind that as 
a general rule the value of money can be permanently raised only 
by a foreign expenditure in excess of our receipts. War would 
ultimately have this effect, because the waste of armies would lead 
the powers engaged to bid high tor capital in every direction; but, 
owing to the caution at the same time aroused, it would be long 
before any large amounts would be supplied. A bad harvest acts 
more rapidly; but with a stock of forty-one millions of bullion at 
Paris, and twenty-two millions in London, another deficiency equal 
to that of the past year would scarcely suffice to drive the bank rate 
from its present point up to the average one of four per cent. Peo- 
ple are apt to fancy that an abundance of money like that now prev- 
alent may be attributed to the distrust which leads to daily sales of 
securities on the one hand, and the timidity of investors on the other. 
This is altogether an error. If confidence were suddenly to return, 
and a general rush to purchase securities were to ensue, it could have 
no effect in diminishing the amount of unemployed capital on the 
market. The man who buys £100 consols, or railway stock, or any 
other home security, pays the amount to the seller, and the only 
result is that A holds the stock instead of B, and B holds the cash 
instead of A. Full reliance may, therefore, be entertained that what- 
ever rally shall occur on the Stock Exchange, it will be concurrent 
with undiminished ease in the money market until war or blighted 
harvests interpose disturbance, or we again commit ourselves to ex- 
travagant living and an undue importation of foreign produce. 


The London Stock Exchange in 1867. 


The extreme range of consols during the year just ended has 
been 54 per cent., while that of the preceding twelve months was 
5§ per cent. The lowest price, 893, was touched on the 8th of 
April, and the highest, 95, ex div., on the 4th of June. The 
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difference between the opening and closing quotations of the year 
shows a recovery of only 17 per cent. ' 

In railway stocks, which experienced in 1866 an average reduc- 
tion of 7 per cent., there has been a further average decline of 10 
percent. Inspecial instances the depreciation has been enormous, 
Caledonian having gone from 123 to 714, Metropolitan from 129 to 
116}, Brighton from 87 to 48}, and Midland from 125 to 1033. 

The Bank of England bullion at the end of last year stood at 
£19,247,859. It touched its lowest point, £18,890,422, on the 30th 
of January, gradually increased tu £24,498,447, on the 18th of Sep- 
tember, being £2,266,309 in excess of the hitherto unprecedented 
amount reached in 1852, when consols were at 101; and has since 
diminished to £21,941,047. 

At the Bank of France the total at the commencement was 
£28,580,000, and, notwithstanding an unsatisfactory harvest, it has 
since steadily ascended to £40,600,000. On the Paris Bourse the 
movements in French Rentes have resulted in establishing a decline 
of 1} per cent. 

With respect to the declared value of British exportations, the 
Board of Trade tables thus far, which comprise only eleven months 
of the year, show a total of £167,931,378, against £173,913,222, in 
the same period of 1866, or a decrease of about 3} per cent., which, 
however, is more nominal than real, since the fall in the prices of 
cotton and other staples would account for the difference without 
any assumption that the extent of our industry and the quantity of 
our consignments have experienced a falling off. 

The changes in the bank rate of discount, which were fourteen in 
number in 1866, have in 1867 been only three. On the Ist of 
January the rate was 34 per cent., and it has since descended to 2 
per cent., at which it has stood for more than five months. 


The Rate of Discount. 


Ten YEArs’ Discount.—The fluctuations in the rate of discount 
at the Bank of England during the last ten years were as 
follows :— 

1858—Jan. 7,6 per cent.; Jan. 14,5; Jan. 28,4; Feb. 4, 3}; 
Feb. 11, 3; and Dee. 9, 2}. 

1859—April 28, 34 per cent.; May 5,4}; June 3, 34; June 9,3; 
and July 14, 2}. 

1860—Jan. 19, 3 per cent.; Jan. 31,4; March 29, 44; April 12, 
5; May 10, 4$; May 24,4; Nov. 8,4$; Nov. 13,5; Nov. 15, 6; 
Nov. 29,5; and Dee. 31, 6. 

1861—Jan. 7, 7 per cent.; Feb. 14,8; March 20, 7; April 4, 6; 
April 12,5; May 16,6; Aug. 1,5; Aug. 15, 44; Aug. 29, 4; Sept. 
19, 34; and Nov. 7, 3. 

1862—Jan. 9, 24 per cent.; May 22,3; July 10, 2}; July 27, 2; 
and Oct. 3, 3. 
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1863—Jan. 15, 4 per cent. ; Jan. 28, 5; Feb. 20, 4; April 23, 34; 
April 30, 3; May 16, 3; May 21, 4; Nov. 2,5; Nov. 9,6; Dee. 
2,7; Dec. 3, 8; and Dee. 24, 7. 

1864—Jan. 20, 8 per cent.; Feb. 11, 7; Feb. 25, 6; April 16, 73 
May 2, 8; May 5, 9; May 19, 8; May 26, 7; June 16, 6; July 25, 
; Aug. 4, 8; Sept. 8,9; Nov. 10, 8; Nov. 24, 7; and Dee. 15, 6. 

1865—Jan. 10, 54 per cent.; Jan. 26,5; March 4, 44; April 27, 
4; May 11,4}; May 25,4; June 8,3}; June 20,3; Aug. 5, 4; 
pt. 28, 44; Oct. 2,5; Oct. 5,6; Oct. 7, 7; Nov. 23, 6; and Dec. 


4 
- 
‘ 


Ca 


’ 

1866—Jan. 6, 8 per cent.; Feb. 22,7; March 15,6; May 3, 7; 
May 8,8; May 11, 9; May 12, 10; Aug. 16,8; Aug. 23, 7; Aug. 
30, 6; Sept. 6,5; Sept. 27, 45; Nov. 8,4; and Dec. 20, 34. 

1867—Jan. 3, 34 per cent.; Jan. 31,3; May 30, 24; and July 
25, 2. 

It will be seen that there were only three changes in the 
bank’s discount rate last year, while for twenty-three weeks it has 
remained at 2 per cent. 


British Revenue for 1866 and 1867, 


| 

Revenue from. Year ended | Year ended 
December 31. 1867. | December 31, 1866. 
Customs £ 22,630,000 | £ 21,915,000 

19,955,000 20,616,000 
Stamps ’ 9,597,000 | 9,291,000 
Ps cinscseGinesiednsnseeecueemanine 3,484,000 | 3,463,000 
Property-tax 5,266,000 5,458,000 
Post-office 4,630,000 4,375,000 
Crown Lands 337,000 | 327,000 
Miscellaneous : 2,764,516 | 3,340,662* 





£68,663,516 | £68,785,662 
The Events of the Year 1867. 


Subjoined is a summary of the principal financial, commercial, and 
other events of the year 1867 :— 


JANUARY. 


Ist. Consols, 90. Bank of England bullion £19,247,859; Bank 
of France, ditto, £28,580,000. 

14th, News of great fire at Yokohama, Japan; loss £500,000, of 
which £163,000 was insured in London. 

17th. Chilian loan of £2,000,000 six per cent. stock issued by 
Messrs. J. S. Moraan & Co., at price equivalent to 814, secured by 


* Including New Zealand Bonds, £500,000. 
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mortgage on the customs; payable in installments extending to 
November. Total applications seventeen millions. 


FEBRUARY. 


5th. Opening of Parliament by the Queen in person. 
7th. Bank discount reduced from 3} to 3 per cent. 


11th. Fenian plot at Chester to seize the Castle discovered and 
frustrated. 


14th. Fenian riots in the south of Ireland. 


18th. Queensland Loan of £550,000 in Six per Cent. Debentures, 
announced at 91. 


19th. Danubian 8 per cent. loan for £1,264,420, announced by 
FruaimeG & GoscHeN at 71 (or reckoning allowances 683), secured 
by certain State domains and customs’ dues. 


Marca. 


2d. Subscriptions invited for £250,000 Debentures of the Ceylon 
Government, at 108, redeemable at par in fifteen years; only 
£90,000 was subscribed, and the balance was withdrawn until the 
30th of November, when £100,000 was offered and subscribed at 
£108 18s. 6d. 

25th. Strike of engine-drivers at Brighton Railway ; terminated 
on the following day. 


APRIL. 


4th. Budget introduced by Mr. DisraEtt. Surplus for past year, 
£2,654,172: estimated revenue for current year, £69,340,000 ; ex- 
penditure, £68,134,000, showing surplus of £1,206,000. Proposal 
to cancel twenty-four millions of debt held by Savings Banks’ Com- 
missioners by granting an annuity of £1,776,000 for eighteen years, 
the extra annual expense of which will be £1,056,000, although the 
increase for 1867-8 will be only £750,000. Also, proposal to reduce 
marine insurance duties to uniform rate of 3d. per cent., absorbing 
£210,000, and thus bringing surplus down to £246,000. 

5th. Expiry of annuity from Government to the Bank of £585,740, | 
granted in 1828 for forty-four years, and commonly called the “ dead 
weight.” 

6th. Fall of 2 per cent. in the French funds on apprehension of 
war with Germany on the Luxemburg question. Three per Cent. 
Rentes, 66. 

8th. Panic on the London Stock Exchange from apprehension of 
war between France and Germany. Consols, 893. Dispatch of two 
iron-clads to Gibraltar in relation to the question of the capture of 
the Victoria, which was shortly afterward satisfactorily settled by 
the Spanish Government. 
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29th. Improvement in the stock markets by removal of appre- 
hensions of war between France and Prussina—a Conference on the 
Luxemburg question having been agreed to at the instance of the 
neutral powers. 

30th. During the whole of this month, and mostly through the 
remainder of the year, continued and extreme depression character- 
ized the railway market, owing to adverse disclosures regarding the 
financial position of the Brighton line, and subsequently of the 
Caledonian. 


May. 


11th. Treaty between France, Prussia, and the other leading 
Powers for the neutralization of Luxemburg signed in London, 

13th. New South Wales Five per Cent. Loan for £832,000, sub- 
scribed at 854. 

30th. Bank of England rate reduced to 2} per cent. 

3ist. Bank of France rate reduced to 24 per cent. 


During this month a rally of 5 per cent. was established in 
consols. 


JUNE. 


6th, Attempt at Paris to assassinate the Emperor of Russia. 

sth. Russian Loan of £2,000,000, in 5 per cent. guaranteed bonds 
of the Orel and Vitebsk Railway, at 77}, introduced by Messrs. 
Tuomson, Bonar & Co. 

11th. Bill introduced in the Spanish Cortes for settlement of the 
Passive Debt. The terms proposed practically involved confisea- 
tion, and excited great dissatisfaction on the part of the holders. 
The Government, however, declined every appeal for less inequitable 
conditions. 

19th. Disclosures before the Sheffield Trades’ Union Commission 
of a series of assassinations and other crimes during a period of ten 
years, by BroapHeap, the secretary of the Sawgrinders’ Union, and 
treasurer of the National Organization of Trades’ Unions, compris- 
ing sixty thousand members. 

28th. Chilian Seven per Cent. Loan for £1,120,920, introduced 
by J. S. Morean & Co., at 89}, reckoning allowances. 


JULY. 


2d. Receiver in Chancery appointed for the Great Eastern Rail- 
way. ; 

3d. News of the execution of the Emperor Maxririan at Quere- 
taro, in Mexico, on the 19th of June. 

12th. Arrival of the Sultan of Turkey. 

18th. Féte to the Sultan by the Corporation of London. 
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23d. Departure of the Sultan. 
25th. Bank rate reduced to 2 per cent. 


AUGUST. 


3d. Russian Four per Cent. Railway Loan of £12,000,000 nominal 
capital, introduced by Messrs. Barina, in £20 obligations at £12 
4s,, but without obtaining any material subscriptions. 

15th. Judgment delivered in the House of Lords against appeal 
of shareholders in Overend, Gurney (limited), to escape liability. 

2ist. Parliament prorogued. 

27th. Temporary opening of the Mont Cenis Summit Railway. 

28th. Tenders received by the Government for steamers for war 
against Abyssinia. 

SEPTEMBER. 


4th. Telegram of release of Abyssinian captives; subsequently 
contradicted. 

18th. Bank bullion £24,493,447, the highest point ever touched. 

25th. News from Florence of the arrest of General GartBaLpt and 
partial recovery in Italian Stock, which had been seriously affected by 
anticipations of a filibustering attack on Rome; GarrBaLpr was con- 
veyed to the island of Caprera, whence he shortly afterward 
escaped at night in a boat. 


OcroBER. 


2d. Panic on the Paris Bourse from various causes—apprehension 
of war, the Garibaldian movement at Rome, the forced liquidation 
of the Crédit Mobilier Company, &c. 

18th. Great heaviness on the Stock Exchange from apprehension 
of reoccupation of Rome by French army ; Italian Five per Cents. 
down to 42%. 

21st. News of defeat of Garibaldians in the Roman States, and 
resignation of Senor Rarazzi, followed by the appointment of 
General Cratprnt as the head of a new Italian Cabinet. Sailing of 
French squadron for Rome countermanded. Stoppage of the Royal 
Bank of Liverpool, with liabilities for £1,650,000. 

24th. Failure of General Cratprn1 to form a Cabinet at Florence, 
and nomination of General MeENaBREA. 

25th. News of stoppage of the Commercial Bank of Canada. 


28th. Capture of Monte Rotondo by Garima.pr. French expedi- 
tion dispatched to Civita Vecchia. 


NoveMBER. 


Ist. ALLEN and four other Fenians found guilty at Manchester of 
murder, and sentenced to death, A.LitEN, GouLp, and Larkin were 
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executed on the 23d. Entry of French troops into Rome, followed 
by advance of Italian troops across the Papal frontier. Cyclone at 
Caleutta, and loss of one thousand lives. 

4th. GarmBatpi defeated at Monte Rotondo by the Papal and 
French forces, and subsequently re-arrested by the Italian authori- 
ties. 

uth. News of the loss of the Rhone and three other steamers of 
the Royal Mail Company, from a hurricane at St. Thomas on the 
29th of October. 

8th. Colliery explosion at Rhondda Valley, near Cardiff, and loss 
of one hundred and seventy-eight lives. 

9th. Honduras Ten per Cent. Railway Loan at 80, redeemable at 
par in seventeen years by annual sinking fund of 3 per cent., and 
secured by mahogany forests and other domains, introduced by 
London and County Bank and Messrs. Biscuorrsuem & Co. 

18th. Opening of French Chambers with pacific speech by the 
Emperor. Egyptian Nine per Cent. Loan for £2,009,200, intro- 
duced, at 90, by Imperial Ottoman Bank and Oppennem & Co. 
Earthquake at St. Thomas. 

19th. Opening of Parliament. New Zealand Six per Cent. Deben- 
tures for £470,000, subscribed at 104}. 

26th. Vote of £2,000,000 taken by the Chancellor of the Exche- 
quer on account of the Abyssinian Expedition. Addition of 14. to 
the Income tax. 

30th. Ceylon Six per Cent. Debentures for £100,000, subscribed 
at £108 13s. 6d., redeemable at par in sixteen years, 


DECEMBER. 


5th. Nova Scotia Six per Cent. Bonds for £225,900, subscribed 
at par. 

10th. South Australian Government Six per Cent. Bonds for 
£140,500 subscribed by tender, at and above £107 3s. 

19th. Portuguese Three per Cent. Loan of £5,500,000 stock, intro- 
duced by Messrs. Srern Broruers, at 38} (or 36}, reckoning allow- 
ances), of which £3,750,000 was offered for subscription. 

23d. Ministerial crisis at Florence, from the defeat of the Menabrea 
Ministry by a majority of two. 

26th. Bank of France bullion £40,600,000, the highest point ever 
touched. Bank of England bullion £21,941,047,. 


30th. Consols, 913; great anxiety regarding Continental politics. 
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BANKING IN GREAT BRITAIN. 


From the Bullionist. 


THE reports of the principal banking-houses in the provinces, show 
that, on the whole, a judicious, though restricted, business was done 
from July to December, 1867. The dividends declared are not, on 
the average, so favorable as in former years, which is very natural, 
seeing the low price of money, and the curtailment of all business 
operations. But, on the other hand, it is something to see that no 
considerable losses have occurred, with one exception. The unset- 
tled state of the money market during the whole of last year has not 
been without its effect. When the Alliance Bank report was pub- 
lished, the public were in ignorance of the fact that the experience 
therein narrated was common, more or less, to all the Liverpool banks, 
The loss of the Alliance Bank was less than £10,000, but a strictly 
local bank reports that its entire reserve fund of £20,000, and a portion 
of the profits for the half year, had been lost ; while another explains 
that the small dividend its directors are able to declare is caused by 
losses. We see, then, that, from more or less unavoidable circum- 
stances, banking in Liverpool during the latter half of 1867 was un- 
profitable. 

As we move toward the northeasterly districts, we find that the 
banks did a less risky business, and consequently that, though in no 
ease have very extraordinary profits been realized, there have been 
no serious disappointments. This is clearly natural. Liverpool is 
largely manufacturing, but it is more prominently speculative. The 
former gives to business its solidity and sureness ; the latter its irregu- 
larity, its large profits, and large losses, But in the solely manufac- 
turing districts of Yorkshire and of the more inland part of Lancashire 
and Cheshire, we say, as we have already said; that a quiet and 
— business has been done. The Manchester, Birmingham, 

eeds, and Bradford banks, have all been fairly successful ; and even 
this measure of prosperity has been solely earned by unusual caution. 
It has been remarked that not only have fewer suspensions occurred 
at this time than usual, but that the banks have, as a rule, been very 
free trom losses. The state of trade in the iron districts during some 
months past has been about as bad as it well can be. Several iron- 
masters and commission agents have failed, but all for small amounts, 
so that the banks appear to have suffered but little. 


The banks in the iron districts are somewhat more fortunate than 
many of their contemporaries elsewhere in respect to the promptness 
with which the public and themselves are informed of every thing 
affecting local credit. Since the crisis of 1866, many instances have 
fallen under our notice of extraordinary foresight and caution on 
the part of the principal banks of Birmingham and that neighbor- 
hood. Without desiring to make invidious comparisons, we can not 
help remarking that if the vigilance which we know is exercised in 
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the chief manufacturing districts of England with such advantageous 
results, were extended to the more speculative districts, a very 
wholesome check would be given to improper risks, and bankers 
would, in the long run, make larger profits. 

While upon the subject of provincial banking, we are constrained 
to allude to some points to which our attention has been directed at 
different times hy some correspondents. The object of purely pro- 
yincial banks is, of course, to do for provincial merchants and manu- 
facturers exactly and entirely what London bankers and discounters 
do for London merchants and manufacturers. It is not to their in- 
terest that a man in the north or the west of England is obliged, 
after suffering more or less inconvenience, to come up to London to 
open an account for the sole purpose of obtaining facilities which are 
quite common, and yet not obtainable at home. 

One case brought to our notice we will cite, and it may be taken 
as a fair estimate of the ground of the complaint urged. A west-of- 
England manufacturer of certain goods largely consumed at home, 
but as largely in the colonies, enters into competition with London 
and other manufacturers to supply the exporters in London, or the 
merchants in the colonies. The colonial bills which he obtains- for 
his goods he is unable, though his business is situated in the largest 
town in the west of England, to get advances upon. To trade under 
the same advantages as his rivals he must keep no money idle, yet 
they can get their bills discounted readily, but he is forced to keep 
them in his safe. 

London, to one-half the provincial manufacturers, is a mere name 
as regards bank and discount connections. In the case referred to 
there was no ehoice but for the manufacturer to come to London, 
with introductiuns from merchants with whom he did business, and 
to explain his case. He found, as may be expected, no difficulty in 
getting the facilities he needed, and is now able to do a very much 
larger business without increasing his capital. London houses will, 
of course, make no objection to the additional business which the less 
advanced provinces bring them ; but we, who strive to take a broader 
view of the interests of trade, look upon it as an unnecessary evil. It 
is neither well for London nor the provinces that too much depend- 
ence should be placed on it. We would prefer to see Manchester, 
Liverpool, Birmingham, Leeds, Bristol, and other central towns, much 
more largely independent of the metropolis than they are at present. 
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ONIN Vad 


Congress and the Currency. 


CONGRESS AND THE CURRENCY. 


On the 3d of March Mr. Hooper, of Massachusetts, offered a bill to regulate the 
public debt. Referred to the Committee on Ways and Means. 


The bill provides as follows :— 


Be it enacted, &c., That on and after the passage of this act, all authority under 
any existing laws to issue bonds, treasury notes, or other interest-bearing obliga- 
tions of the United States, shall cease and determine, provided that nothing herein 
shall prevent the conversion of Treasury notes, known as Seven-thirties, into the 
Five-twenty bonds, nor the conversion of compound-interest notes into the Three 
Per Cent. certificates of the temporary loan, nor the issue of bonds or subsidy to 
certain railroad companies, as now provided by law. 


Sec. 2. Be it enacted, &c., That the Secretary of the Treasury shall publish 
monthly a detailed statement of the voublic debt at the close of each month, in 
which statement all the bonds and other obligations of the United States, issued 
from the Treasury Department, payable after the year in which such statement is 
made, including the amount of Seven-thirty Treasury notes convertible into Five- 
twenty bonds, but not including the amount of subsidy bonds issued to railroad 
companies, shall be classed as the “funded debt.” The United States notes and 
the National notes issued for circulation as money shall be classed as the “ currency 
debt.” The Three Per Cent. certificates of the temporary loans shall be classed as 
the “temporary loan debt,” and all the debt that is past due, or that will be 
payable within the year, stating the same in detail, shall be classed as the matured 
debt, and the interest shall cease on such matured debt when it becomes due, and 
the same shall be paid on presentation at the Treasury. 


Such statement shall also contain the amount outstanding of the subsidy bonds 
issued to railroad companies, and the amount of coin less the amount outstanding 
of gold certificates, and the amount of currency iu the Treasury Department. 


INTERNATIONAL COINAGE.—On the 3d of March, Senator FRELINGHUYSEN, of New 
Jersey, introduced the following bill, which was referred to the Committee on 
Finance :— 


Whereas, The amount of pure gold in the English pound sterling, in five dollars 
of the United States, and in twenty-five francs money in France, according to the 
regulation of the gold coinage of said several countries, is very nearly the same, 
and great international and commercial convenience would be subserved by making 
the same precisely equal; and 

Whereas, the English pound sterling presents the most convenient basis for such 
equality ; therefore, be it 

Resolved, &c., That the amount of pure gold in a half-eagle, or five dollar piece, 
shall hereafter be 113 grains troy weight, to correspond with the amount of pure 
gold contained in the English sovereign or pound sterling; and all the other gold 
coins of the United States shall contain pure gold in like proportion, namely, at the 
rate of 22 6-10 grains of pure gold to the dollar; and all other gold coins of known 
standard of fineness. current in the United States by the laws thereof, shall pass 
and be received at the same rate according to the amount of pure gold therein con- 
tained; and henceforth, in all accounts and transactions in which the Government 
of the United States is concerned, and in which the value of a pound sterling is 
involved, the same shall be taken and estimated at five dollars. And in order to 
discourage the fictitious par of exchange of four dollars forty-four cents and four 
mills to the pound sterling, which has heretofore been used among merchants, 
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Be it further enacted, That after the Ist day of January next, an additional tax of 
one-tenth per cent. be imposed upon all transactions of exchange, or of a commer- 
cial nature, in which such fictitious par of excharge, or any other par of exchange 
than five dollars to the pound sterling shall be used, to be returned, levied, and col- 
lected, in the same manner as other internal taxes and duties are, or shall be, by law 
directed to be returned, levied, and collected. 


Lost Bonnps.—Mr. WASHBURN, of Massachusetts, from the Committee on Claims 
reported a bill directing the Secretary of the Treasury to pay Rurus M. HOoutister, 
of Janesville, Wis., five hundred dollars in reimbursement of United States Seven. 
thirty bonds, destroyed by fire on the 16th of June, 1860. 

It appeared from the report that Mr. HoListeR had stowed away these bonds 
and four hundred dollars in greenbacks, in the top part of the stove in his dwelling. 
house, where, strangely enough, they caught fire, and were consumed; only the 
charred remains of the bonds being left to satisfy the Treasurer of their loss, 


Mr. WasHetry, of Illinois, remarked that if Congress was going to do that sort 
of business, it might as well give up the Treasury at once. [Laughter.] 

Mr. WasHBuRN, of Massachusetts, defended the action of the committee in 
reporting the bill. 

Mr. ALLISON illustrated the danger of this sort of legislation by referring to the 
ease of a reimbursement of bonds said to have been burned on board the California 
steamer some years ago, where the coupons of the original bonds were afterward 
presented at the Treasury for redemption. 

Mr. Price suggested an amendment providing that an affidavit shall be made 
verifying the loss, and that a bond of indemnity be given. 

Mr. Wasnsurn, of Massachusetts, declined to accept the amendment, arguing 
that in this case it was entirely unnecessary. 


The bill was then passed. 


Tue GREENBACK QUESTION.—Mr. Burr, of Illinois, on the 10th March, offered a 
resolution declaring that sound financial policy requires the gradual withdrawal of 
the interest-bearing bonds, and the substitution therefor of greenbacks. Mr. Spat- 
DING moved to lay the resolution on the table. Negatived—yeas 56, nays 65. 
The House refused to second the previous question. Then, on motion of Mr. 
ALLISON, the resolution was referred to the Committee on Ways and Means. 


Tue NationaAL CuRRENCY AcT.—Mr. CaTTELL (rep.), of New Jersey, from the 
Committee on Finance, has reported to the United States Senate a bill amendatory 
to the National Currency Act of June 3, 1864. It provides that it shall he unlaw- 
ful for National banks located in the cities of Boston, New York, Philadelphia, or 
auy of the cities named in section thirty-one of the said Act, to pay interest on the 
balances of any other National banks, or to offer any inducements other than the 
prompt and correct transaction of business, in order to secure such deposit, under 
the penalty of having their affairs wound up by the Controller of the Currency, 
according to the provisions of section fifty of the Act above mentioned. It further 
provides that every National bank selected as a depository of public moneys, shall 
deposit United States bonds with the Treasurer of the United States as security for 
such deposits; and whenever the public moneys so deposited shall exceed ninety 
per centum of the par value of the bonds held by the Treasurer as security, it shall 
be his duty to reduce the amount of said deposits to a sum not exceeding thirty 
per centum of the bonds. The offering or receiving of money or valuable consid- 
erations of any kind as inducements to obtain or allow to be retained deposits of 
public money, is to be punished by a fine of not less than $1,000, or imprisonment 
for not less than one year; or both, at the discretion of the court. 
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BANKING AND FINANCIAL ITEMS. 


Wantep.—A copy of the Bankers’ Macazine, Vol. I., second series, July, 1851, 
to June, 1852; also Vol. IL., July, 1852, to June, 1853,—for which subscription 
price will be paid. : 

Norice.—The MERCHANTS AND BANKERS’ ALMANAC for 1868, now ready for 
delivery, price two dollars. A few copies have been interleaved with ruled paper 
for notes and additions, in extra binding, with morocco back, and thirty-one engray- 
ings, price five dollars. The following is a list of thirty-one engravings of bank 
architecture, contained in the illustrated edition :— 


New Designs for Bank Buildings, with Ground Plans. 


I. Fora Country Bank, 20 x 40 feet to cost $ 6,000 to $ 10,000. 
ne “ “ 95 * 40 « 8,000 “ 12,000. 
HE OC* ms = 50 * 10,000 15,000. 
IV. Fora Town Bank, 30 “ 50 15,000 20,000. 

x * . = 30“ 6 * 20,000 25,000. 
VI. 40 “ 70 30,000 35,000. 

Vil. 40 : * 30,000 40,000. 

VIII. For a City Bank, 25 “ 50 “ 20,000 30,000. 

IX. aa 30 7 30,000 40,000. 

+ A 35 7 40,000 50,000. 

XI. 40 50,000 60,000. 
xs. 45 60,000 “ 75,000. 

XIII. The Bank of England; erected, years 1732-1734. 

XIV. The Union Bank of London; erected, years 1865-1866. 

XV. The London and County Bank, London; erected, 1860-1861. 
XVI. The London and County Bank, Cambridge; erected, 1866-1867. 

XVII. The London Chartered Bank of Australia at Sydney; erected 1866. 

XVIII. do. do. [ Ground floor.] 
XIX. do. do. [Second floor.] 
XX. Interior view of the London Stock Exchange. 

XXI. La Bourse; the Stock Exchange, Paris. 

XXII. The Stock Exchange, Broad Street, New York; erected 1865. 
XXIII. The Bank of California, San Francisco; erected 1864-1865. 
XXIV. The First National Bank, Portland, Maine; erected 1865. 

XXV. The Louisiana National Bank, New Orleans. 

XXVI. The National Bank of Fishkill, Dutchess Co., N. Y. 

XXVII. The National Bank of the Republic, Philadelphia; erected 1866. 
XXVIII. The State Savings Institution, Chicago; erected 1866. 

XXIX. The Metropolitan Savings Bank, Third Avenue, New York. 


XXX. The Mutual Life Insurance Company, Broadway, N. Y.; erected 1863-. 
1864. 


XXXI. New Insurance Buildings, New York; erected 1865. 
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REVENUE Stamps.—Bankers will generally find an advantage and convenience. 
both for safety and appearance, in having their checks or drafts printed beforehand 
with the Government revenue stamp of two cents. This is done now by the Pho- 
totype Company of New York. Without adding any sum to the cost of the check, 
it saves time, and avoids the risk of the loss of the stamp, which by some is applied 
after the printing. The new process secures safety, neatness, uniformity, and some 
little time. 

ANNUAL Stock TaBLEs.—Messrs. THomas Denny & Co., No. 39 Wall Street, 
have published their eleventh annual circular, showing the quotations of United 
States loans, State stocks, railroad shares and bonds, bank stocks, coal and miscel- 
laneous stocks, for the whole year 1867. Copies will be supplied on application to 
Messrs. T. Denny & Co., 39 Wall Street, New York. 

New York.—The Assistant Cashier of the American Exchange Bank was 
in February last a defaulter in his cash. The following notice has been issued :— 


Tue AMERICAN EXCHANGE NATIONAL BANK, New York, February 10, 1868, 


Rumors unfavorably affecting this institution being in circulation, I deem it 
proper to state that our late Assistant-Cashier was discovered to have been pri- 
vately engaged in speculation. His resignation was immediately accepted by the 
Board. After very careful investigation, it is found that the bank may be involved 
in a loss not exceeding $60,000. GEO. 8. Cor, President. 

IMPORTANT TO MERCHANTS AND BANKERS.—The following is a section of the 
Act relating to holidays, passed by the Legislature in 1865 :— 

Sretion 1. The following days, viz.: Any day appointed or recommended by the 
Governor of this State, or the President of the United States, as a day of Fast 
or Thanksgiving, the fourth day of July, the twenty-fifth day of December, com- 
monly called Christmas day, the first day of January, commonly called New Year's 
day, and the twenty-second day of February; and when the said fourth day of 
July, twenty-fifth day of December, first day of January, or the twenty-second day 
of February, shall occur on Sunday, then the ensuing day thereto shall, for all pur- 
poses whatsoever, as regards the presenting for payment or acceptance, and of the 
protesting and giving notice of the dishonor of bills of exchange, bank checks, 
and promissory notes made, and after the passage of this Act, be treated and con- 
sidered as is the first day of the week, commonly called Sunday. 


And any bill of exchange, bank check, or promissory note, made after the passage 
of this Act, which, but for this Act, would fall due and payable on any of the days 
herein mentioned, shall, when said days fall on Sunday, become due and payable on 
the Tuesday next succeeding such days. 

New Saviyes Banks.—Bills are before the New York Legislature to incorporate, 
I. Whitehall Savings Bank. II. The Eleventh Ward Savings Bank, New York 
City. IIL The West Side Savings Bank. IJV. The Clinton Savings Bank of New 
York. V. The Catskill Savings Bank. VI. The Depositors Savings Bank of New 
York. VII. The East Side Savings Bank, N. Y. City. VIII. The Chelsea Savings 
Bank, N. Y. IX. The Savings and Loan Bank. X. The Teutonia Savings Bank, 
N. Y. XI. The Cosmos Policy Trust Co., N. Y. City. Also, to abolish the Bank 
Department, and transfer the management to the State Controller, as formerly. - 


Erre Corner.—In consequence of the late combination in Erie Stock, heavy 
deposits were made in the Tenth National Bank, being the bank nearest the Stock 
Exchange. The foilowing letter was addressed by the President to one of the 
firms :— 

TENTH NaTIONAL BANK, New York, March 11, 1868. 

Messrs. Davip GrorsBEcK & Co.—This morning this bank found itself credited 
at the Clearing House several millions of dollars more than the ordinary transac- 
tions of this bank justify. The large balance to our credit in the Clearing House 
was caused by Messrs. F1sK and BELDEN making very heavy deposits in two days of 
over $3,000,000. The certified checks drawn against the above were withheld from 
passing through the Clearing House. To-day, during my temporary absence to the 
California steamer to see a member of my family off, I find that a clerk in your 
employ deposited the said checks and took certificates of deposit for the same. This 
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is compelling the bank to hold $3,625,000 at our risk, and also placing the bank 
before the community as aiding certain Parties to lock up money so as to make an 
artificial tight money market. Not wishing to see this bank occupy so fulse a 
position before this community, you are requested to withdraw the above deposits. 
Yours respectfully, J. B. DICKINSON, 
President Tenth National Bank, New York. 


NationaL Banks.—The following National banks are in process of liquidation: — 
I. The Appleton National Bank, Appleton, Wisconsin. 
II. The First National Bank of Kingston, Ulster County, N. Y. 
IIL. The First National Bank of Titusville, Pa. 
IV. The First National Bank of Downingtown, Pa. (Removed to Honeybrook, Pa.) 
Y. The First National Bank of Bethel, Conn. E. S. Tweepy, Receiver. 
VI. The First National Bank of Keokuk, Iowa. H. W. Sampre, Receiver. 


Connecticut,.—aA defalcation having been discovered in the accounts of the 
First National Bank of Bethel, the bank has been placed in a Receiver’s hands, and 
Mr. E. S. Tweepy has been selected as Receiver. The Cashier is under arrest. 


District of Columbia,—A defalcation came to light recently in the 
banking house of Riegs & Co., Washington; the accused person being Mr, Joun C. 
CLARKE, during the past twenty vears teller at the bank, and one of the most trusted 
employees of the firm. Mr. Riggs discovered an error in Mr. CLAREE'’S cash account, 
and, on his mentioning the fact, Mr. C. immediately accompanied Mr. Ria@cs to his 
private office, where, it is said, he made a full confession, acknowledging that he 
had for some time past been using the money of the bank to lend to some of his 
friends, but had expected to return the same before the deficiency was discovered, 
and that he had appropriated for that purpose between $30,000 and $40,000. He 
immediately transferred to Mr. Ria@s all his property, valued at $12,000 or $15,000, 
consisting of a large brick house on I Street, between Eighteenth and Nineteénth 
Streets, and other property in different sections of the city. He also handed Mr. 
Riggs about $26,000 worth of paper, which is properly indorsed and secured, and 
upon which the money will be realized. 


Iinois,—The banking firm of Stetson & CALDWELL has been established at 
Farmington, Fulton County, Illinois. Their New York correspondents are Messrs. 
Howes & Macy, 30 Wall Street. 

Cook County.—The Union Stock-Yard National Bank of Chicago has been estab- 
lished in the town of Lake, Cook County, Illinois, with a capital of $100,000. Pres- 
ident, SAMUEL M. NICKERSON; Cashier, EpwarpD S. STICKNEY. 

Decatur.—The card of the First National Bank of Decatur, Illinois, may be found 
on the cover of this work. They offer to make collections in Illinois and other 
Western States. Capital, $200,000. President, Isaac FREESE; Vice-President, J. 
L. MANSFIELD; Cashier, S. W. FREESE. 

Bement.—Messrs. FREESE & Co., bankers, Bement, Piatt County, Illinois, offer to 
make collections in Illinvis and other portions of the West. (See their card on the 
cover of this work.) 


Towa,—The Keokuk Savings Bank has been organized under the general 
incorporation laws of that State, with a cash capital of $100,000, and limited to 
$500,000, and has commenced business. The stockholders embrace some of the 
substantial capitalists of the city. In addition to a regular savings bank business, 
it will transact a general banking business, without issuing circulating notes. The 
directors consist of EpwARD JOHNSTONE (President), ARTHUR HosMER, GEORGE 
Rix, Srepuen Irwiy, and A. L. ConnabLe. Ww. Tuompson has been appointed 
Cashier. ‘ 


Maryland,—Mr. Jonx Tuomas Swiru, for many years Teller, has been 
appointed the Cashier, of the National Bank of Baltimore, vice Patrick GIBSON, 
deceased. Mr. Henry A. THoMpsON remains President of the bank. The late 
Cashier, Mr. P. Gipson, commenced his banking life in the Union Bank of Maryland, 
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about thirty-five years ago. After some years, he was appointed to a tellership in 
the Commercial and Farmers’ Bank of Baltimore. He was appointed Cashier of the 
Bank of Baltimore in December, 1853, and afterward became Cashier of its sueces- 
sor, the National Bank of Baltimore. 


Savincs BanKs.—Acts have passed the Legislature of Maryland to incorporate: 
I. The German Savings Bank of Maryland. II. The National Savings Bank of Balti- 
more. III. The Dime Savings Bank of Cumberland, Alleghany County. Bills are be- 
fore the Legislature to incorporate: I. The Workingmen’s Savings Bank of Baltimore. 
II. The Provident Life and Trust Company of Baltimore. III. The Broadway 
Savings Bank, Baltimore. A bill has also been introduced to make the rate of 
interest seven per cent. in Maryland, when not otherwise provided by contract. 


Michigan.—0n the 3d of December last, Mr. Martin D. Strone was elected 
Cashier of the National Bank of Michigan, at Marshall, in place of Mr. Jouy B. 
Frisk, resigned. 

Bay City.—The First National Bank of Bay City has been reorganized by the 
appointment of Mr. JAMES SHEARER as President, and Byron E. Warren as 
Cashier. 

Messrs. B. E. WARREN & Co. give notice that, having become stockholders in the 
First National Bank of Bay City, Mich., they will discontinue business as bankers, 
and have transferred all collections lately in their possession to the bank. 


Missouri.—The Greene County National Bank of Springfield succeeds to the 
business of the banking firm of VaucHan & Co. President, Joun S. PuEtps; Vice- 
President, Witttam J. McDANIEL; Cashier, CHARLES SHEPPARD. Capital. $100,000, 
limited to $200,000. Their New York correspondent is the Importers and Traders’ 
National Bank. 

Missouri State INTEREST.—The National Bank of Commerce, in New York, has 
issued the following notice: “ February 26, 1868.—This bank, acting as agent for 
the State of Missouri, will be prepared,:on and after 2d March (prox.), to issue for 
said State, in accordance with the act of the General Assembly thereof, approved 
March 12, 1867, the new six per cent. bonds of the State, of the denomination of 
one thousand dollars, in exchange for the overdue coupons which matured from 
January, 1864, to January, 1867, both inclusive, on bonds issued or guaranteed by 
the State in aid of railroads (the Hannibal and St. Joseph Railroad excepted), being 
seven coupons from each bond. Coupons should in all cases be accompanied by 
full schedules, and presented in sums of one thousand doliars, or in multiples of this 
sum, or within the fractional part of one coupon thereof. The excess of such frac- 
tion will be paid in cash. The coupons, with schedules, must be left for examina- 
tion, when a receipt will be given entitling the holder to receive the new bonds 
after such examination, and no bonds will be delivered except upon the return of 
the receipt. Blank schedules will be furnished by the bank.—H. F. Vat, Cashier.” 


RaILroaps.—The Legislature of Missouri passed a law on tlie 6th of March, 
allowing the railroads of that State to pay off their indebtedness in installments of 
$50,000 at a time, in State bonds. This was done mainly for the Hannibal and St. 
Joseph Company, which are desirous to pay off some $400,000 of their debt. The 
funding of past due coupons is proceeding rapidly at the Bank of Commerce. 
Already one million out of four has been funded. 

Hermann.—The Hermann Savings Bank has been chartered by the Legislature of 
Missouri. Location, Hermann, Gasconade County. Capital, $50,000. Otto Mon- 
niG, President; HENRY REITEMEYER, Vice-President; PH. WEBER, Cashier. 

St. Louis —The capital of the Second National Bank of St. Louis has been 
increased from $200,000 to $300,000. President, Grorax H. Rea; Cashier, Ep- 
warp D. Jones, New York correspondent, the Fourth National Bank. (See their 
card on the cover of this work.) 

St. Louis.—Two millions and a half of the St. Louis water bonds were sold at 
auction “on Change”? December 13. The successful bidders were the National 
Bank of the State of Missouri, which took one million on its own account, and eight 
hundred thousand for the Bank of Commerce, New York. The remainder, seven 
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hundred thousand, was taken by the Traders’ Bank; two hundred thousand for 
itself, and five hundred thousand to fill an order for Europe. The price paid was 
924 for the first hundred thousand, and 924 for the remainder. 


North Carolina.—The North Carolina Convention has completed its labors 
and adjourned. The financial provisions of the New Constitution, in reference to 
the State debt, are as follows: 1st. That the debt shall be inviolate and never ques- 
tioned. 2d. That the General Assembly shall provide by adequate taxation for the 
prompt and regular payment of the interest. 3d. That the credit of the State shall 
not be loaned for any new work, without a direct yote of the people. 4th. That 
no new debt shall be created, unless the bill creating the same shall levy a special 
tax to pay the interest annually. 5th. That the payment of interest shall com- 
mence January 1, 1869. 


Ohio.—E. S. Comstock having resigned his position as Cashier of the First 
Nationa] Bank of Ravenna, on 14th of January, the directors appointed CHARLEs E. 
Wirter, Cashier, from and after that date. Mr. N. D. CLark remains President. 


Toled@o—The BANK FOR THE PEOPLE has been established at Toledo, Lucas 
County, Ohio; Horace S. WaALBRIDGE, banker; E. H. Van HOogsEN, Cashier. As 
a caution in case of a sudden crisis, the bank claims from savings depositors that 
“deposits shall not be withdrawn as a matter of right, except on the first Monday in 
each month, nor without one month’s previous notice to the bank, in writing, of the 
intention to withdraw, when the sum deposited be one hundred dollars or less. 
If over one hundred dollars, two months’ previous notice of such drawing shall be 
given in like manner. As a matter of indulgence, however, the officers of the bank 
may allow moneys to be withdrawn without such notice, on any day when the 
office is open for the reception and payment of the deposits, and without thereby 
waiving the right of the bank to such notice and time of payment.” 


Pennsylvania,—tThe resignation of Mr. Jos. Jones as President of the Com- 
mercial National Bank of Pennsylvania, presented after the annual election in 
November last, took effect on the Ist of March, 1868. After having served as a 
director of the bank for more than thirty years, and for more than ten years as its 
President, Mr. JONEs retires on account of his failing health. Mr. James L, Ciac- 
HORN, of the late firm of Myers, CLAGHORN & Co., auctioneers, has been elected 
President of the bank in his stead. The bank will, however, we understand, con- 
tinue to have the advantage of Mr. JoneEs’s experience and ability in the Board of 
Directors. 

Carlisle.—Mr. SAMUEL HEPBURN was, on the 21st of January last, elected Presi- 
dent of the First National Bank of Carlisle, Pa., as successor to Mr. WILLIAM B. 
MULLEN. Mr, CHARLES H. Hepsurn has been appointed Cashier. 

Titusville—The Titusville Savings Bank commenced operations on the 17th of 
February. The stockholders are individually liable to the depositors to the entire 
extent of their means. F. W. Ames, President; C. C. Durrigtp, Cashier; I. G. 
JacKson, Assistant Cashier: 

Pottstown.—The National Bank of Pottstown has increased its capital stock from 
$200,000 to $300,000, with a surplus fund of $140,000. President, DanreL PRICE; 
Cashier, W. J. RUTTER. 


Rhode Island,—In compliance with a resolution of the General Assembly 
of this State, notice is given by the State Treasurer at Newport, to the holders of 
Rhode Island coupon bonds of the issue bearing date October Ist, 1861, that the 
Jirst day of April, A. D, 1868, has been fixed by the said Genera] Assembly as the 
time when the outstanding bonds of the said issue are payable; and the holders of 
said bonds are hereby notified to bring in the same for payment, as no interest will 
be paid thereon accruing after said first day of April, 1868, 


Tennessee.—Some years ago, Mr. MILLER, a cashier in a bank in Jackson, 
Tenn., was murdered, and the bank robbed of $5,000 in gold and about $1,500 in 
paper money. The murder and robbery occurred after nightfall, and the murderer 
escaped. The affair remained a mystery until WALKER, who was lynched, in Feb- 
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ruary, in Maury County, was captured. Just before he was hanged, he confessed 
the murder and robbery, and stated that he was only eighteen years of age when he 
perpetrated the horrible crime. 


Virginia.—Mr. Wiiu1am C. Eskrmce was, on the 12th of February, elected 
Cashier of the National Valley Bank of Staunton, in place of Mr. Epwin M. Taytor, 
resigned. Mr. JoHN EcHOLS remains President, and Mr. B. CRawrorpD, Vice. 
President. 


Wisconsin.—Mr. Louis Scnarrer, Cashier of the Milwaukee County Bank, 
committed suicide on the 9th of March, owing to unsuccessful speculations in 
stocks. 

Madison —The Farmers’ Bank of Madison, a private bank, J. H. Suavay, Cashier, 
is reported as having failed on the 10th of March, with liabilities $90,000. 


Canada,—tThe postage to and from Canada and the United States has been 
reduced from ten cents to six cents, per half ounce, when prepaid ; and remains at ten 
cents when not prepaid. 

Barrie.-—ANGuS RUSSELL, the Cashier of the Toronto Bank at Barrie, who ab- 
sconded a few days ago, was arrested in Toronto. 


AMERICAN SILVER IN CanaDA.—There is such a glut of American silver in Can- 
ada, that the Government of the Dominion has been memoralized to withdraw from 
circulation all the silver, at a discount of four per cent., and issue in its place 
$1,000,000 of Canadian silver, the remainder of the currency to be made up of paper 
money, in bills of not less than one dollar. There is said to be now about $7,000,000 
worth of American silver in Canada, and a duty of fifteen per cent. has been imposed 
upon the importation of such silver coin into the province. 


OxLp Corns.—A couple of weeks ago some workmen at Parley, England, found 
concealed in the wall of an old cottage, a box, in which was a bag containing eighty 
guineas. Of these, sixteen were of the reign of Charles IL, six of that of James 
Il, nine of William III., one of William and Mary, twelve of Anne, and thirty-six 
of Georges J. and IT. 

THE BANK OF ENGLAND Notes.—Some question has arisen as to the denomina- 
tion of the largest notes ever issued by the Bank of England. By referring to page 
336 of the History of the Bank of England, it will be seen that some of one million 
sterling have been issued. ‘Some of the bills in the library were once the repre- 
sentatives of immense wealth. One thousand pound notes are, however, the largest 
in amount that are circulated by the bank. We had a package of five hundred of 
these in our hands. We had also five or six bills, amounting in the aggregate to 
four and a half millions of money, one of them alone being for one miliion sterling.” 
—See Francis’ History of the Bank of England, p. 336, issued at the “ BANKERS’ 


’ 


MAGAZINE ” office. 


HunG@artan LoAN.—The sum of 23,000,000 florins has already been subscribed in 
Hungary toward the loan for the construction of Hungarian railways, and it is ex- 
pected that 15,000,000 florins more will be raised in the country. It is thought prob- 
able that Hungary will take up about a fourth of the entire loan. The rural com- 
munes and savings banks participate largely. Subscriptions to a considerable 
amount have been received in Vienna from Galicia, Bohemia, Styria, and Trieste. 
The latest accounts forwarded to reliable quarters from Paris state that a large 
amount has been subscribed toward the loan in that capital. 

Frexcu Loan.—The new loan of 440,000,000 francs will be the sixth the Empire 
has needed since its establishment. The others were, 250,000,000 francs in 1854; 
500,000,000 francs and 750,000,000 francs in 1855; 520,000,000 frances in 1859; 
315,000,000 francs in 1864. In addition, it has taken 100,000,000 franes from the 
Bank of France, and other sums from other sources. No other Government in that 
country ever borrowed so largely.—London paper. 


Purtic DEposIToRIES.—The Atlantic National Bank, East River National Bank, 
Union Trust Company, and National Trust Company, all of New York City, have been 
selected by the Canal Board as banks of deposit of canal funds for the year 1868. 
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Bank Cuecks—A new form of bank check has been prepared and engraved by 
the National Bank Note Company, of New York, with a view to prevent (or at least 
Jessen) the risk of fraudulent alteration. On the left hand of the check are six columns 
of figures, from 1 to 0, each column different in style from the others. After the 
check is drawn, the drawer punches out from the margin the figures indicated in the 
pody of the check, so that no other sum can be introduced without detection, if 
ordinary care is used by the payer. The check is in the annexed form :— 

Neen nn es | 


NUMBER STATE OF KANSAS. 





“‘sporpunyy 


BANKERS. 


“sputsnoyy, 





Pay to the order of 





in Current Funds Dollars. 








io 
o 
o 





DOLLARS. 








If, for instance, a check is drawn for $1,250, the figure 1 is punched from the 
THOUSAND column ; the figure 2, from the uext; the figure 5, from the fifth ; and the 
0, from the bottom row. The figures 1250 are placed by the drawer under the last 
four columns. Last year, fraudulently altered checks were paid by banks in this 
city to the extent of over twenty thousand dollars, and in other places, large sums. 
The present form is an improvement on the old style. 

New York.—The village of Lyons was thrown into a state of great ferment and 
turmoil in March, by the fact that P. R. WestrraLi’s bank was closed. This bank 
is not owned by P. R. WestFALL (whose name it bears), formerly of Lyons, he 
having sold all his interest therein, and engaged in business at Chicago about five 
years ago. It is run and owned by Mr. E. VAN ALSTYNE, who has had the con- 
fidence and respect of the whole community. The deposits amounted to $150,000. 
The special deposits are estimated at from $50,000 to $100,000. VAN ALSTYNE 
was the cashier and owner. He went away a short time ago, nominally to visit 
some relatives in the eastern part of the State, leaving his teller in charge. The 
young man transacted the business of the bank, receiving and paying, until, the cash 
balance having run down to forty-three cents, he was obliged to stop. The sheriff 
is now in possession. Mr. VAN ALSTYNE was last seen in New York. The loss 
falls heavily upon the people of Lyons, and the worst feature of the case is the fact 
that the special deposits, consisting mainly of United States bonds, have vanished. 
The impression prevails that VAN ALSTYNE has either left the country or com- 
mitted suicide. He has been operating heavily in stocks and met with large losses. 
Mr. CateB Rice, of Lyons, was the President, and A. N. Van ALstyNE, of Pala- 
tine Bridge, or Canajoharie, the Vice-President, Both are men of wealth. We 
have been informed that they claim that their official positions were merely nominal 
ones, and that they are in no way liable or responsible for the losses. 





Private Bankers, 


NEW BANKING FIRMS. 


The BANKERS’ MAGAZINE contains monthly a list, carefully prepared, of New Banking 
Firms in New York City and throughout the United States. No charge is made jor 
publishing these names, provided the name of the New York Correspondent is furnished, 

Subscribers are requested to send the names of new firms in their respective Staies, 
as tlems of useful information to banks and bankers generally. 


NEW BANKING HOUSES. 


New York City. 


D. Buschmann, 48 Exchange Place. A. Schneely, 48 Exchange Place. 

Chase, McClure & Co., 17 Broad Street. White, De Freitas & Rathbone, 17 BroadSt. 
Kennedy, Hutchinson & Co., 40 Wall St. Williams & Co., 8 Wall Street. 

Muller & Major, 23 William Street. Schniewind, Frank & Shipper, 44 Exchange 
Richardson & Kenyon, 24 Wall Street. Place. 


Place and State. Name of Banker. N. Y. Correspondent. 
Farmington, Ill Stetson & Caldwell Howes & Macy. 
Taylorsville, “ Christian County Bank Ninth National Bank. 
Macomb, Holland & Winslow * 
Bunker Hill, “ 

National Park Bank. 
Kendallville, Ind Pe NE Bo iainincccwesss American National Bank. 
Mt. Vernon, “ Mt. Vernon Banking Co Winslow, Lanier & Co. 
Baltimore, Mid, . Buckman, Brothers & Co 
Detroit, Mich. Kanaday & Taylor 
Austin, Nevada John A. Paxton & Co 
Belmont, “4 Paxton & Co 
Honeoye, N. W. A. Franklin & Co.... 
Fredonia, “ Union Banking Co 
Charlotte, N. C Thomas W. Dewey & Co Merchants’ National Bank. 
Cincinnati, O John W. Barger & Co Vermilye & Co. 
Lancaster, “ Garaghty & Hunter Drexel, Winthrop & Co. 
Toronto, Canada ee are C. Ashworth. 
Philadelphia, Pa, Whelen Brothers 
Titusville, Titusville Savings Bank First National Bank. 
Stevens’ Point, Wis,..H. D. McCulloch Nat. Bank of N. America. 


DissoLuTIONS OR DISCONTINUED.—BuCcKMAN, Rutrer & Co., Baltimore, Md.; 
N. Terry Tayor, Detroit, Mich.; B. A. WARREN & Co., Bay City, Mich.; STONE, 
McCoy & Co., Independence, Mo.; Gzo. C. ANDERSON & Co., Keokuk, Iowa. 





Daily Price of Gold. 


DAILY PRICE OF GOLD AT NEW YORK 
Continued from page 716, March No. 


Premium, 1868, Premiwm, 1868, Premium. 
1000334 @ 34 ..Jan, 27....403 @ 414 ..Feb. 24....421 @ 44* 
..334 @ 33% .. rer | 25....42 @ 424 
Holiday. . ..- 419 @ 412 .. 26....41 @ 
*33i @ 335 .. 30....404 @ 41 .. 27....408 @ 
..0033¢ @ 34. ..-.404 @ 40% .. 28....414 @ 
"1.33% @ 344 ..Fob, 1....404 @ 405 .. 29....414 @ 


.. 348 @ 354 .. 3....40§ @ 414 ..March 2....403 @ 
....35¢ @ 37$ .. ..- 414 @ 412 .. ....40¢ @ 
....363 @ 37% .. -cochOE @ 415 .. ....40% @ 
....352 @ 36§ .. ae ar ....41 @ 
pooch @ Sie .. re ® 424 .. 6....414 @ 
..372 @ 384 .. arr 42} .. ..- 40§ @ 


38! @ 40} .. 43§ . 2.398 @ 
240k @ 424" 2. nea ) 418 .. 39% @ 
5....38¢ @ 408 .. ae 412 .. ... 394 @ & 
3....39 @ 404 .. aad 434 .. ..+.39t @ 
12 -38t @ 394 .. ...¥39§ @ 40} .. 398 @ 

..38} @ 382 .. waa ® 41} .. 2.38 @ : 


..38% @ 398 .. mer 41§ .. .+.39f @ ¢ 


.o6 38% @ 393 .. er 414 .. ere: ke 

2....39 @ 39} .. ava 40% .. scackee @ % 
398 @ 404 .. bad 404 .. 220 -38t @ 
40 @ 403 .. ... 404 @ 40% .. ‘ ABS @ 
..3923 @ 404 .. 22.... Holiday. .. . 383 @ 


* Lowest and highest of the month. 


MONTHLY PREMIUM ON GOLD AT NEW YORK, 1862 TO 1867. 


Date. 1862, 1863. 1364. 1865. 1866. 1867. 


.. 84 @OO.. 538@ GO .. 9$@1943 .. 86R@448 .. 32 QI 
. 5S @is .. STE@ 61 .. 96F@11Gh .. 35E@40§ .. 353 @ 405 
.. 89 @TMs.. 59 @ OOF .. 43§@101 .. H @BGp.. 338 @ 405 
. 46 @9 .. 64@ 7% ..44@ .. 2 @WE .. 228 @ BlE 
.. 43@55 .. 63 @ W .. W@ .. 25t @ 41g .. 843 @ 395 
.. 403 @ 48; .. 899 @IM .. S4@ .. STE @ EW . 368 @ 88h 
.. BE@45 .. 122 @1%5 .. 38 @ .. 41 @ SSE .. 37 @ 405 
.- 224 @ Os .. 1318@162 .. 4@ .. 46) @ 52b .. 895 @ 425 
- 2 @4%H|.. 8 @ld5 .. 4@ .» 4h @4H .. 403 @ 405 
.. 403 @ 56 .. 89 @19 .. 4 @ .. 455 @ 54§ .. 404 @ 458 
November ... .. 43 @5t .. 109 @160 .. 454@ 488 .. 873 @ 43h .. 873 @ 413 
December... . .. 4 @Swy.. 111 @iet .. 4H@ =. . 31E@ 41g .. 83 @STE 





Notes on the Money Market, 


Notes on the fflonen fflarket. 


New York, Marcu 23, 1868. 


Exchange on London, at sixty days’ sight, 1094 @ 109%, for gold. 


THE money market has been uneasy and unsettled since the close of February. The uncertainty 
prevailing as to the course of legislation at Washington, in reference to the currency, Keeps cap- 
italists indisposed to venture upon many long loans or fresh enterprises. The market has been 
more seriously disturbed this month by an unlooked-for operation in Erie Railroad shares, wherein 
a new issue of convertible bonds, to the extent of $10,000,000, is proposed. The Erie company is 
therefore a large borrower, and has absorbed several millions, which are locked up for the present, 
and thus lessens the supply of money, and compels borrowers to pay one or two per cent. beyond 
the previous rates. Money has been in active demand throughout the month of March at high 
rates, The means of the banks are temporarily curtailed, and cail loans to a large extent have been 
called in. The market may be considered as in a stringent state for all classes of loans. 

The city banks have decreased their loan column from 271 to 266 millions, and their deposits 
have declined since the middle of February over fifteen millions. 


The large amount of business done at the Stock Exchange is indicated by the clearings for the 
past week, which were nearly seven hundred millions; in addition to the clearings of the Gold 
Exchange banks, now about fifty millions per day. 


We annex the chief features of the New York city bank returns this year, on a capital of seventy 
millions of dollars :— 


1867. Loans. Specie. Circulation. Deposits. F xv = = 


$ 257,852,460 .. $12,794,892 .. $32,762,779 .. $ 202,533,564 .. $65,026,121 .. $ 466,987,787 
251,264,355 .. 16,332,984 .. 32,995,347 .. 200,511,596 .. 65,944,541 .. 512,407,258 

260,166,436 .. 11,579,381 .. 83,294,433 .. 198,018,914 .. 63,014,195 .. 465,554,589 

254,470,027 .. 8,138,813 .. 83,774,573 .. 183,861,269 .. 59,021,775 .. 531,835,184 

250,877,558 .. 9,902,177 .. 38,571,747 .. 195,729,072 .. 70,587,407 .. 559,860,118 

Junel.... 252,791,514 .. 14,617,070 ..  38.747j038 .. 190,886,143 .. 59,459,827 .. 442,675,595 
July 6 .... 264,861,287 .. 10,853,171 .. 33,669,397 .. 191,524,312 .. 71,196,472 .. 494,031,990 
254,940,015 .. 6,461,940 .. 33,559,117 .. 201,158,454 .. 75,098,763 ., 468,024,740 

250,224,560 .. 7,967,619 .. 33,708,172 .. 195,182,114 .. 69,657,445 .. 441,707,385 

247,934,369 .. 9.368.603 .. 34,025,581 .. 178,447,422 .. 56,853,585 .. 570,187,624 

247,227,483 . 8,974,535 .. 34,037,076 .. 178,209,724 .. 57,896,067 .. 481,356,278 

247,450,084 .. 15,905,254 .. 34,092,202 .. 174,926,855 .. 52,595,450 .. 472,956,918 

249,741,297 .. 12,724,614 .. 84,184,391 .. 187,070,786 .. 62,111,201 .. 495,266,804 

266,415,613 .. 23,955,820 .. 34,062,521 .. 213,830,524 .. 65,107,153 .. 637,449,923 

270,555,356 .. 23,828,872 .. 84,096,934 .. 217,844,548 .. 55,846,259 .. 597,242,505 

271,015,970 .. 2.954 .. 84,043,296 .. 216,759,828 .. 63,471,762 .. 550,521,185 

267,766,643 .. 22,513,987 .. 34,100,028 .. 209,095,351 .. 60,968,930 .. 452,421,594 

sees 267,240,678 .. 22,091,642 .. 84,086,223 .. 208,651,575 .. 58,558,607 .. 705,109,782 
Mar.7 .... 269,156,636 .. 22,714,238 .. $4,153,957 .. 207,737,080 .. 57,017,044 ..  619.219.598 
“14.... 266,816,034 .. 18,744,701 .. 84,213,381 .. 201,188,470 .. 54,725,866 .. 691,277,641 


In Boston the loans have suddenly risen to over 101 millions, which is the largest sum hitherto 
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reported. The deposits have declined three millions. We annex the returns for the past month, 
on a capital of $42,300,000 :— 


-—— Circulation —\ 
National. State. 

Aug. 5.... $96,367,553 .. $472,045 .. $15.111,08¢ . $383,898.850 .. $24,655,075 .. $ 263,258 

Sept.2.... 97,019,818 .. 400,680 .. 15,296,583 .. 85,810,808 ..  24,734.146 .. 260,572 

Oct. 7... 95,1%,109 .. 417,073 .. 13,046,859 .. 85,294,823 .. 24,855,565 .. 249,290 

Nov. 2... 96188408 .. 569,128 .. 14,227,413 .. 87,879,191 .. 24,598,490 .. 236,061 

Dec. 2... 95,009,755 .. 524,404 .. 18.984,584 .. 88,115,426 .. 24,644,141 .. 219,769 

Jan. 6... 94,960,249 .. 1,466,246 .. 15,543,169 .. 40,856,022 .. 24,626,559 .. 228,780 

Feb. 8... 96,895,260 .. 777,627 .. 16,788,229 .. 42,891,128 .. 24,628,103 .. 221.560 

* 40... 97,978,916 .. 652,989 .. 16,497,643 . 42,752,067 .. 24,840,826 .. 221,700 

17... 98218828 .. 605,740 .. 16,561,401 .. 41,502,550 .. 24,850,055 .. 220,452 

. 97,469,486 .. 616,953 .. 16,509,501 .. 40,887,614 .. 24,686,212 .. 216,490 

... 100,243,692 .. 633,882 .. 16,304,846 .. 40,954,936 .. 24,876,089 .. 215,214 

... 101,559,861 ..  S867,174 .. 15,556,696 .. 89,770,418 .. 24,987,700 .. 210,162 

. 101,449,611 .. 9IS485 .. 14,582,842 .. 39,276,514 .. 25,062,418 .. 197,727 


Loans. Specie. Fa wed a Deposits. 


We annex the Philadelphia bank returns for several months past, showing a very regular 
movement :— 


Date. Legal Tenders. Loans. Specie. Circulation. Deposits, 


Aug. 8.... $16,733,198 .. $53,427,840 - $302,055 .. $10,635,925 .. $33,094,543 
16,249,658... 53,776,452... 279,714 10,628,794... 86,458,539 
15,557,404 53,041,100... 258,308. 10,627,921 .. 36,494,218 
15,049,854... 52,584,077... 273,590. 10,640,820... 33,604,001 
15,645,205... 50,971,222. 204,041 =. 10,646,304... 84,987,676 
16,782,482... 52,002,304... 235,912 .. 10,689,000... 36,621,274 
17,064,184 .. 52,604,919... 248,673 10,638,927... 87,922,287 
17,063,716. 52,672.448 287,878 .. 10,635,926... 87,896,653 
16,949,944 .. 52,562,946 .. 268,157... 10,663,328 .. 87,010,520 
17,578,149... 52,423,166... 204,929 .. 10,632,495... 36,453,464 
17Si7sTT .. 52,459,757 lk. 211365... 10,634,484... 35,798,314 
17,157,954... 53,081,665 .. 282,180 .. 10,633,713... 34,826,861 
16,662,300... 53,367,611 .. 251,051... 10,634,400... 34,523,550 


The foreign export of gold is larger this year than for ten years past, showing a large indebted- 
ness for importations of foreign goods, and that a large portion of our public debt is held abroad, 
the interest on which must be remitted in specie only. The following is the foreign export from 
the port of New York for two months and two weeks of 186S compared with late years :— 


$3,228,900 .... 1859... $7,251,000... $9,758,000 
8,041,000 .... ; 4,228,000 

‘cha 1,383,000 .... - 5,194,000 

4,724,000 .... $65 anne S 5,991,000 
9,131,000 .... v ones 13,892,000 


Gold has ranged in this market at premium of 38} @ 41} this month. Bankers’ bills on London 
at sixty days are held at 1093 @ 109%. For this weck’s steamers we quote commercial bills on 
London, sixty days, 1093 @ 109}. Bankers’ bills on Paris, sixty days, 5.17% @ 5.15 francs per 
dollar; Hamburg, 353 @ 36} cents, per mare banco; Amsterdam, 40f @ 41$ cents per guilder; 
Bremen, 79 @ 19} cents per rix-dollar; Frankfort, 40§ @ 41 per florin. 


The Stock market’ has been active throughout the month, and the operations very large. Prices 
have declined under the pressure prevailing for money among holders of shares and bonds. Gov- 
ernment loans necessarily feel the altered condition of the money market from one of plethora to 
one of stringency. The banks, it is understood, have sold largely in these securities, held under 
temporary investment. The prices of these are seriously affected by the discussions in Congress 
and the numerous propositions brought forward for cousvlidation and adjustment of the National 
debt. 
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New York and Erie shares have dropped down from 77 to 64, and preferred from 83 to 74; Pitts. 
burgh and Fort Wayne, from 105 to 100. We annex the prices prevailing at the close of the past 
eight weeks in the leading shares of the market :— 


Stocks, Feb.1. Feb.8 Feb. 15, Feb.22. Feb.29. Mar.7. Mar. 14. Mar. %, 


Co ee 99 .. O85 .. 97% .. OSh.. OOB.. O88. 98 .. 903 
Canton Company o- «GOR .. GI... SOR... G2R.. GE .. 5%... 46} 
Cleveland & Pittsburg R.R..... 98 .. 9T .. 99 .. 95 .. 94 .. OE... 933 ., 914 
Cleveland & Toledo R. R oe D12E .. U12B .. 10S¥ .. OSH .. 108} .. 106 .. 104 
Chicago & R. Island RK. R - 99 .. O8F .. Die .. WF .. WE .. OFF .. 935 
Chicago & Northwestern R. R.. - 6 .. 1% .. S0F.. GL .. OSE... 66 .. 6h 
Chicago & Northwestern pref... -- Th .. THe... TH .. Th... HR.. BE. TH 
Cleveland, Col. & Cin oe = o 108 .. 104 .. 101$ .. 104 .. 106 .. 105 
Delaware & Hudson Canal és * i 9 -- 147 .. 148 .. WS. 15. 1504 
Hudson River R. R a ee ++ 148 .. 142} .. 143} .. 140% .. 138 

-. 136 .. «+ 13T$ .. 18S... 18Sp .. 1383. 13% 
Michigan Central R. R. er -- 118} .. 13... MS. 113 .. 1133 
Miehigan Southern R. R - GE xx -- O18... 91 .. 918 .. SSG .. 85% 
Milwaukee & St. Paul R. R.... _. « @ .. B. B.. B.. BS 
Milwaukee & St. P. R. R. pref... a ae iia | . a @ 
Mariposa Mining i as SS ve Tue me oe om eB 
Maripusa preferred ee ee 11g .. 106 .. 108... 10 
New York Central R. R as ae ae = oo 129$ .. 180 .. 127 .. 1233 
New York & Erie R. R. ox oo éa mB. UW. MH. & 
New York & Erie pref SB. &@ « ee iw wow He BS 
Ohio & Mississippi cer. — won am 30R .. 31R... SOR... 30 
Pacific Mail Steamship Co...... - 110 ~«. ee 114... 1113... 1113 .. 110 
Pittsburgh & Fort Wayne R. R.. oo WOE << Pe «+ 100$ .. 101 .. 100} ., 1025 
Quicksilver Mining...... edeaads a ae a om a DB. Bi MH. 2 
Reading R. R. Shares oo «6 és - BSB .. O. .. @B.. 
Toledo & Wabash an ass ao 6. Se Bs &.. @ 
Western Union Telegraph... . cs SE a -- S8$.. SHB... 34B.. SHb.. 84 


The spirit of speculation prevailing in the large cities has extended to the interior, producing 
there, as well as here, numerous failures among banks and bankers. Among the latest are the 
First National Bank at Bethel, Conn.; the First National Bank at Keokuk, Iowa; P. R. Westra.t’s 
Bank of Lyons, Wayne County, N. Y. 

The severe tuxes upon National banks have induced several more to go into liquidation. Among 
these are the First National Bank at Titusville, Pa.; the National Bank of Whitestown, N. Y.; the 
Appleton National Bank, Wisconsin. 

Several bank officers in this city have recently intimated to the Controller of the Currency that, 
in order to alleviate the severe pressure in the money market, the Treasury should make 4 
fresh issue of the old Clearing House Certificates. It is understood that Mr. McCuLtocm has given 
to the Assistant Treasurer a discretionary authorization to issue an amount of the certificates not 
exceeding $10,000,000. The certificates are to bear three per cent. interest, and will be issued 
either in exchange for seven-thirties, taken at 106, or for compound-interest notes, either overdue 
or not yet matured ; the compounds not yet due to be taken at par with interest to date. This will 
enable the banks to exchange seven-thirties, of which they are known to hold a large amount, for 
an obligation serving as a legal tender between themselves, and also counting legally as a part of 
their reserve; and, so far, it tends to ease their position. The new obligations would be no actual 
addition to the amount of legal tenders adapted for general circulation; but the certificates would 
release for general use so much of the plain legal-tenders now held as reserve. The banks may 
then sell, at a premium, a portion of their Three per Cent. Certificates (received in exchange for 
compounds) to the country National banks, who nuw want them for the purposes of reserve ; pur- 
chasing the Clearing House Certificates.as a substitute, In this way they would add to the amount 
of their plain legal-tenders, not required for purposes of reserve. ‘The proposal is one well-adapted 
for relieving the banks until the Erie Railroad war is over. 





